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WORLD    TRADE    AND 
WORLD    RECOVERY 

INTRODUCTION 

THERE  are  a  lot  of  things  I  want  to  know. 
Every  second  man  I  meet  is  out  of  a  job.  I 
want  to  know  why.  The  unemployed  are 
suffering  because  they  cannot  buy  the  things 
they  need.  Why  cannot  they  buy  the  things 
they  need  ?  What  is  money  ?  Where  does 
it  come  from  ?  What  has  it  to  do  with 
unemployment  ?  These  are  some  of  the  things 
I  want  to  know.  I  want  to  know  what  money 
has  got  to  do  with  trade.  I  want  to  know 
what  we  did  before  money  was  invented,  and 
how  we  should  fare  if  there  were  no  such 
thing  as  money  now.  Would  trade  be 
possible?  Could  we  in  the  past  exchange 
boots  for  bread  ?  Can  we  now  ?  And,  if  not, 
why  not  ?  Is  an  ink-pot  the  equivalent  of  an 
exactly  similar  ink-pot,  or  is  it  the  equivalent 
of  a  sum  of  money  ?  Before  the  war  a  shilling 
ink-pot  in  England  cost  a  mark  in  Germany. 
In  those  days  a  mark  cost  a  shilling  and  a 
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shilling  cost  a  mark.  Now  a  shilling  will  buy 
fifty  marks  or  more.  And  an  ink-pot  in 
England  is  worth  approximately  fifty  similar 
ink-pots  in  Germany.  How  is  it  possible  ? 
Why  is  it  possible  ?  That  is  another  one  of 
the  things  I  want  to  know.  I  want  to  know 
why  we  export  when  times  are  good,  and  why 
we  don't  when  they  are  bad.  I  want  to  know 
why  there  are  hungry  people  eager  for  work, 
and  work  waiting  to  be  done,  and  no  means 
of  getting  it  done.  What  has  stopped  the 
distribution  of  the  necessaries  of  life  ?  What 
can  set  it  in  motion  again  ?  What  have  wages 
got  to  do  with  it  ?  Is  it  necessary,  if  there  is 
enough  food  to  go  round  in  the  land,  to  give 
employment  in  order  to  provide  means  of 
distributing  money,  or  purchasing  power,  to 
the  people  who  are  in  need  of  the  food  which 
is  already  there?  Is  that  why  we  must 
export  ?  Is  that  why  we  must  find  markets 
for  our  surplus  production  ?  Must  we  export 
in  order  to  eat  the  bread  which  we  have  got  ? 
Or  is  it  that  we  must  export  only  in  order  to 
pay  for  our  imported  food,  and  for  raw 
materials  which  we  do  not  ourselves  possess  ? 
If  so,  why  is  there  unemployment  ?  Can  we 
not  pay  for  our  food  and  our  raw  materials  ? 
And  if  we  can,  cannot  the  world  outside 
supply  us  with  the  food  we  want  ?  Are  we 
asking  for  more  than  the  equivalent  of  what 
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we  are  giving  ?  Is  that  why  no  one  can 
afford  to  buy  from  us?  Is  that  why  our 
export  trade  stands  still? 

Has  money  got  anything  to  do  with  it? 
Have  the  rates  of  exchange  got  anything  to 
do  with  it  ?  And  what  are  rates  of  exchange 
anyway?  Why  is  a  shilling  worth  fifty 
marks  ?  Who  says  that  a  shilling  is  worth 
fifty  marks  ?  What  determines  the  relation- 
ship between  marks  and  shillings,  between 
German  and  English  ink-pots  ?  These  are 
some  of  the  things  I  want  to  know,  because 
if  I  know  them  I  shah1  begin  to  understand 
what  is  meant  by  "  Our  Economic  System," 
and  I  shall  be  able  to  join  with  the  professors 
and  the  capitalists  and  the  cranks  and  the 
politicians  in  seeking  a  remedy  for  the  evils 
that  are  wrecking  the  lives  and  blighting  the 
hopes  of  ordinary  everyday  people. 

In  seeking  a  remedy  I  know  that  I  shall 
bump  up  against  all  sorts  of  things — things 
that  everybody  is  talking  about,  such  as  the 
Allied  debts,  German  reparations,  America, 
our  food  problem,  the  distribution  of  wealth. 
People  would  not  be  talking  about  these 
things  if  they  did  not  have  a  bearing  on  our 
everyday  problems.  I  want  to  know  how 
they  bear  on  these  problems.  I  want  to 
know  why.  We  have  got  to  clear  obstacles 
out  of  our  path.  We  must  find  them.  We 
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must  recognise  them  when  we  have  found 
them.  That  is  the  way  to  find  the  remedy  we 
shall  be  seeking.  There  is  no  other  way. 

I  am  going  to  think  aloud  about  all  these 
ordinary  things,  and  I  am  going  to  reject  all 
evidence  which  cannot  be  observed  in  every- 
day life  by  everyday  people.  I  am  going  to 
reject  all  answers  to  my  own  questions  unless 
they  can  be  evolved  by  the  mental  processes 
available  to  everyday  people. 

Whatever  the  things  are  that  are  responsible 
for  the  conditions  under  which  we  li ve,  if  they 
are  part  of  our  everyday  system,  they  must 
be  something  which  ordinary  everyday  people 
can  understand.  Once  we  know  as  much  as 
we  can  find  out  about  our  system,  we  shall 
be  able  to  form  an  idea  as  to  what  everyday 
people  can  do  to  make  it  serve  its  purpose 
to  the  best  advantage  of  everybody  in  our 
everyday  lives. 

Having  said  which  I  appeal  to  the  pro- 
spective reader  to  join  me  in  my  quest.  He 
need  bring  with  him  only  his  patience  and  his 
own  common-sense. 


CHAPTER  I 

MONEY 

TO-MORROW  I  shall  want  to  buy  a  loaf  of 
bread.  The  price  of  a  loaf  of  bread  is  ten- 
pence.  If  I  have  not  got  tenpence  I  shall 
have  to  go  without  my  loaf  of  bread.  I  have 
got  a  handkerchief,  brand  new,  for  which  I 
paid  tenpence.  So  my  only  chance  of  getting 
my  loaf  of  bread,  if  I  have  not  got  tenpence, 
is  to  find  a  baker  who  wants  a  handkerchief. 
Money  makes  it  possible  for  the  baker  to  sell 
me  a  loaf  for  tenpence  and  to  use  the  tenpence 
to  buy  a  handkerchief,  or  a  knife,  or  a  cheese, 
or  tenpennyworth  of  anything  else.  In  the 
same  way,  if  I  don't  want  a  loaf  of  bread  I 
can  use  my  tenpence  for  buying  other  things. 
Money  is  therefore  a  token.  It  is  a  token 
which  facilitates  the  exchange  of  commodities. 
It  makes  it  possible  for  someone  who  wants  a 
loaf  of  bread  to  obtain  it  from  someone  else 
who  wants  a  handkerchief.  It  is  such  a  useful 
token  that  people  have  stopped  exchanging 
things  direct  without  employing  tokens.  The 

13 


14  WORLD  TRADE  AND 

value  of  everything  is  expressed  in  terms  of 
the  money-token,  and  is  only  parted  with  in 
exchange  for  money-tokens.  If  therefore  you 
want  anything  which  you  have  not  got  you 
must  have  money-tokens  to  give  in  ex- 
change for  it.  Therefore  two  questions  arise 
which  must  be  answered  before  we  can 
proceed  any  further.  Where  does  money 
come  from,  and  how  does  one  obtain  a  supply 
of  it? 

First  of  all  let  us  find  out  where  money 
comes  from.  Where  did  I  get  my  tenpence 
wherewith  to  buy  my  loaf  of  bread  ?  I  got  it 
in  a  previous  transaction.  I  got  it  in  exchange 
for  something  that  I  did  or  for  something  that 
I  sold.  I  had  to  do  something  to  get  it. 
But  I  got  it  from  somebody  who  had  it  before 
me.  Where  did  he  get  it  from  ?  Where  did 
the  first  person  who  owned  it  get  it  from  ?  It 
is  really  quite  simple.  A  cutler  said  to  a 
draper  one  morning :  "I've  got  a  cold  and 
I  want  a  handkerchief."  The  draper  replied : 
"  That's  all  very  well,  but  I  don't  want  a  knife, 
so  I  can't  give  you  a  handkerchief."  That 
is  how  tokens  began.  The  cutler  offered  the 
draper  a  bead  or  a  stone  or  a  disc  of  metal 
or  a  coin,  and  said  that  if  the  draper  would 
give  him  a  handkerchief  in  exchange  for  his 
token  he  would  undertake  at  any  time  in  the 
future,  when  he  did  happen  to  want  a  knife, 
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to  give  him  one  in  exchange  for  that  same 
token.  "  That  is  all  right,"  said  the  draper, 
"  but  how  do  I  know  that  you  will  have  a 
knife  when  I  want  one  ?  This  token  will 
have  no  value  if  you  have  not  got  a  knife, 
and  I  shall  have  given  you  a  handkerchief  in 
exchange  for  something  which  has  no  value." 
The  cutler  thereupon  replied  that  he  would 
put  a  knife  on  one  side  for  the  draper  and 
would  not  part  with  it  excepting  in  exchange 
for  the  token  which  he  was  giving  in  exchange 
for  the  handkerchief.  The  draper  thereupon 
accepted  the  token,  and  the  cutler  was  able 
to  blow  his  nose.  That  is  how  money-tokens 
began.  In  time  they  were  standardised  so 
that  the  same  tokens  might  serve  for  the 
exchange  of  all  kinds  of  commodities.  But 
as  in  the  case  of  the  knife  and  the  hand- 
kerchief, so  also  in  all  other  cases,  the 
offering  and  acceptance  of  the  token  implied, 
as  it  does  now,  the  existence  of  goods  for 
which  it  could  be  exchanged. 

When  the  draper  accepted  the  token  of  the 
cutler  he  became  what  is  known  as  a  capitalist. 
He  parted  with  a  handkerchief  for  a  token 
representing  something  he  did  not  want,  but 
might  want  later  on.  He  parted  with  the 
product  of  his  labour  in  exchange  for  some- 
thing which  was  not  necessary  to  sustain  life. 
In  other  words,  his  labour  produced  more 
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than  enough  to  sustain  life.  The  balance 
between  enough  and  more  than  enough  was 
there  to  save  up,  whether  in  handkerchiefs 
or  in  money-tokens  or  in  knives.  It  is 
this  surplus  product  of  industry,  this  sur- 
plus above  and  beyond  what  is  required  to 
sustain  life,  which  is  called  Capital.  Now- 
adays we  don't  save  up  knives  or  handker- 
chiefs or  beds  or  chairs.  We  convert  them 
into  money-tokens,  and  we  save  up  the  money- 
tokens.  In  other  words,  all  money  represents 
a  surplus  product  of  something.  It  represents 
savings.  The  system  of  tokens  would  be  im- 
possible if  the  tokens  employed  represented 
only,  so  to  speak,  to-day's  food.  No  one 
could  afford  to  keep  them.  They  would  have 
to  be  moving  all  the  time.  They  didn't  exist 
when  people  bartered  all  they  had  for  food  and 
in  the  last  resort  fought  one  another  for  it. 
The  necessity  for  them  only  arose  when  people 
began  to  save,  when  production  began  to 
exceed  what  was  necessary  to  sustain  life. 
This  excess  of  production  is  what  is  called 
Capital.  And,  although  all  Capital  is  not 
represented  by  money-tokens,  all  money- 
tokens  represent  Capital. 

In  our  search  for  an  answer  to  the  question 
as  to  where  money  comes  from  we  appear  to 
have  discovered  the  origin  of  Capital.  But 
Capital  must  wait  until  we  know  a  little  bit 
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more  about  money.  Where  does  money  come 
from  ?  That  was  our  original  question. 
Perhaps  we  know  enough,  now,  to  put  the 
question  differently,  and  ask :  Of  what  is 
money  a  token  ?  and  to  answer  that  it  is  a 
token  the  existence  of  which  is  due  to  some- 
one having  produced  more  than  his  needs  and 
having  exchanged  his  surplus  for  money-tokens 
or  purchasing  power.  The  very  words  pur- 
chasing power  presuppose  that  the  money- 
tokens  represent  goods  for  which  the  tokens 
may  be  exchanged.  To  put  it  all  very  briefly, 
money  represents  goods.  And  therefore  it 
represents  work.  In  other  words,  work  has  to 
be  done  to  get  it.  If  no  goods  are  produced, 
or,  what  is  the  same  thing,  if  no  services  are 
rendered,  there  will  be  nothing  to  exchange 
for  money.  The  very  basis  on  which  money 
was  first  devised,  to  simplify  the  process  of 
exchanging  commodities,  makes  its  distribution 
depend  on  work  done,  on  goods  manufactured 
or  on  services  rendered.  Two  things  follow 
from  this.  First,  the  purchasing  power  of 
money-tokens  can  only  be  obtained  in  return 
for  work,  and,  secondly,  there  is  no  other  way 
of  distributing  the  purchasing  power  of  money- 
tokens  than  in  the  shape  of  salaries  or  wages, 
that  is  to  say,  as  a  return  for  services  rendered. 
But  inasmuch  as  all  money- tokens  represent 
savings,  as  has  already  been  shown,  and 
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inasmuch  as  salaries  and  wages  have  to  be  paid 
whilst  work  is  in  progress  and  before  the  work 
is  completed  in  respect  of  which  the  salaries 
and  wages  are  paid,  it  is  time  that  we  began 
to  ask  a  few  questions  about  Capital. 


CHAPTER  II 

CAPITAL 

IN  fear  and  trembling  I  approach  this 
subject.  The  mere  word  "  Capital "  invites 
controversy,  but  that  cannot  be  helped.  For 
the  moment  we  only  want  to  know  what 
Capital  does,  whether  we  could  do  without  it, 
and  how  it  comes  into  being. 

If  you  tell  a  man  that  you  want  to  build 
him  a  house  or  a  church,  he  will  probably 
tell  you  that  he  has  not  got  any  money. 
If  that  is  what  he  tells  you,  that  is  all 
you  want  to  know  about  him.  But  if  he 
has  got  the  money  it  is  worth  while  asking 
the  question :  Why  is  it  necessary  to  the 
building  of  a  house  ?  Well,  the  builder  can- 
not as  a  rule  sell  you  a  house  before  he  has 
built  it.  He  cannot  exchange  it  for  tokens 
until  he  has  built  it.  No  one  will  give  him 
tokens  until  he  can  deliver  their  equivalent  in 
goods  or  services.  But  the  builder  must  live 
whilst  he  is  building  the  house  ;  he  must  pay 
wages  to  his  bricklayers,  to  his  plasterers,  to 
his  plumbers,  to  his  carpenters.  They  will  all 

19 
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want  purchasing  power,  in  the  shape  of  money- 
tokens,  whilst  the  work  is  in  progress.  They 
must  have  the  money-tokens.  The  money- 
tokens  represent  their  purchasing  power,  their 
ability,  that  is  to  say,  to  buy  food  and  clothing 
and  coal  and  to  pay  their  rent.  But  we  have 
already  seen  that  money-tokens  represent 
something  that  has  already  been  made  or  has 
already  been  done — that,  in  fact,  they  represent 
savings.  And  now  we  see  that  savings  are 
used  to  pay  the  wages  on  a  job,  and  of  course 
also  the  materials  required  for  the  job,  whilst 
the  job  is  in  progress  and  before  it  is  paid  for. 
The  existence  of  the  savings  makes  it  possible 
to  employ  them  in  this  way.  If  they  are  not 
there  less  work  can  be  done.  That  means 
that  there  will  be  fewer  savings,  which  again 
means  that  there  will  be  fewer  money-tokens 
to  distribute  in  wages  or  purchasing  power- 
It  follows  that  the  total  amount  of  purchasing 
power  that  exists  for  distribution  depends 
only  and  entirely  on  the  amount  of  work  done. 
It  is  very  obvious,  the  more  we  save  the  more 
we  have  to  spend.  The  more  we  have  to 
spend  the  greater  is  the  demand  for  the  goods 
and  services  for  which  our  savings  can  be 
exchanged.  If  we  spend  all  our  savings  there 
will  be  no  money-tokens.  Therefore  there 
will  be  no  purchasing  power,  no  demand,  no 
employment. 
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The  savings  used  to  pay  wages,  and  to  buy 
materials  whilst  work  is  in  progress,  are  callecT 
Capital,  "and  we  would  appear  to  have  found 
out  why  Capital  is  necessary  in  Industry,  and 
where  it  comes  from.  What  is  not  yet  clear 
is  why  there  must  be  unemployment  if  there 
is  no  Capital  to  employ  in  industry,  that  is  to 
say,  if  there  are  no  savings.  One  would  have 
thought  that  when  there  are  no  savings  every- 
body would  be  working  busily  to  create  them. 
But  the  reverse  seems  to  be  the  case,  and  I 
want  to  know  the  reason  why.  Something 
tells  me  that  we  are  on  the  verge  of  finding 
out  why  there  are  so  many  unemployed  in  our 
midst  to-day. 


CHAPTER   III 

UNEMPLOYMENT 

WE  have  found  out  that  money  represents 
savings.  We  have  found  out  that  savings  are 
Capital.  We  have  found  out  that  Capital  is 
necessary  in  industry.  We  have  found  out 
that  without  Capital  there  is  unemployment. 
We  have  found  out  that  employment  is 
necessary  as  a  means  of  securing  the  distribu- 
tion of  purchasing  power — the  purchasing 
power,  that  is  to  say,  that  is  necessary  to 
sustain  the  life  of  the  community.  It  follows, 
I  suppose,  that  if  Great  Britain  were  stocked 
with  food,  more  than  ample  to  feed  the  whole 
population  of  these  islands  for  a  twelvemonth, 
unless  our  industries  were  at  the  same  time 
able  to  give  work  to  the  unemployed,  the 
latter  would  still  go  hungry  but  for  charity. 
How  else  is  the  power  to  purchase  the  food 
to  be  distributed  ? 

We  who  import  over  80  per  cent,  of  all  our 
food  must  sell  enough  of  our  goods  to  purchase 
that  food.  The  money  that  we  get  for  those 

goods  buys  the  food.     If  our  prices   are  too 
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high  we  cannot  sell.  If  we  cannot  sell  we 
can  buy  no  food.  No  one  wants  our  money 
excepting  for  its  purchasing  power  in  our 
country.  If  our  prices  are  too  high,  if  that 
purchasing  power  is  too  low,  no  one  wants  our 
money,  and  so  we  cannot  sell  our  goods  or 
buy  our  food.  To  be  able  to  buy  our  food  we 
must  sell  other  goods  at  prices  which  will 
compete  with  the  prices  of  other  countries  for 
the  same  goods.  Our  ability  to  pay  for  our 
food  therefore  depends  on  the  prices  at  which 
we  sell  our  manufactures.  Naturally  we  want 
our  food  to  be  cheap,  but  we  must  pay  the 
world  price  for  it.  The  world  price  of  any- 
thing is  the  price  offered  by  the  highest 
bidder. 

The  world  price  of  80  per  cent,  of  our  food 
expressed  in  money-tokens,  or  expressed  in 
goods  which  those  money-tokens  represent,  is 
less  than  enough  to  provide  for  distribution 
the  amount  of  purchasing  power  necessary  to 
sustain  the  life  of  the  community.  I  can  find 
no  way  of  getting  away  from  this  conclusion. 
It  seems  to  me  to  be  the  great  fundamental 
truth  which  governs  the  whole  of  our  economic 
system.  We  must  find  somewhere  a  market 
for  the  products  of  our  industry  in  order  to 
have  a  means  of  distributing  the  power  to 
purchase  the  food  that  is  there.  At  the 
present  time,  and  for  reasons  into  which  we 
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must  inquire,  we  cannot  find  that  market ; 
and  therefore  there  is  unemployment,  and 
the  distribution  of  the  power  to  purchase  has 
broken  down. 

Let  us  look  at  this  fundamental  truth  from 
another  point  of  view,  and  see  whether  it 
cannot  be  upset.  It  is  possible  to  imagine 
that  we  could  exchange  sufficient  coal  in  a 
year  to  pay  for  all  the  food  we  require  from 
abroad  in  that  year.  In  other  words,  we 
should  pay  for  all  our  food  with  coal.  The 
position  after  the  exchange  would  be  that  we 
should  have  less  coal ;  and  the  coal- mining 
industry  would  have  enough  food  to  feed 
80  per  cent,  of  the  population  of  the  country, 
and  no  means  of  selling  the  food  unless  the 
power  to  purchase  it  existed  outside  that 
industry.  And  we  have  already  established 
the  fact  that  purchasing  power  only  reaches 
the  worker  in  wages  paid  for  his  labour. 
Manchester  or  Glasgow  or  Newcastle,  or 
many  another  town,  might  take  the  place 
of  the  coal  industry  in  this  example.  The 
industry  of  any  one  of  these  towns  might  well 
purchase  the  imported  food  of  the  country. 
But  all  these  towns  put  together  cannot  feed 
the  nation  if  there  is  no  power  to  purchase  the 
food  they  have  exchanged  for  the  products  of 
their  industry. 

This  brings  us  back  to  the  same  fundamental 
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fact.  We  must  sell  goods  somewhere  or  we 
could  not  buy  our  food  if  it  were  produced 
at  our  own  door. 

In  the  light  of  this  discovery  the  problem 
of  unemployment  can  be  very  simply  defined. 
It  is  a  problem  of  creating  a  demand  for  our 
goods  and  services,  or,  alternatively,  it  is  a 
problem  of  finding  a  new  means  of  distributing 
purchasing  power. 

Books  have  been  written  on  the  second  of 
these  two  alternatives.  But  purchasing  power 
must  be  produced  before  it  can  be  distributed. 
It  has  its  equivalent  in  goods  or  in  services. 
It  is  a  product  of  industry.  If  it  is  given 
away  instead  of  being  earned,  all  savings  will 
rapidly  be  exhausted.  Because  it  will  mean 
that  every  time  the  power  to  purchase  is 
exercised  savings  will  be  exchanged  for  to-day's 
food.  If  you  feed  the  unemployed  with  Capital 
you  rob  them  of  the  chance  of  future  employ- 
ment, you  jeopardise  our  ability  to  pay  for 
our  imported  food.  There  may  be  other  means 
of  distributing  purchasing  power  than  in  the 
shape  of  wages,  or  gifts,  but  before  exploring 
them  it  is  necessary  to  return  to  the  first 
alternative.  We  must  ascertain  whether  and 
how  a  demand  may  be  created  for  our  goods 
and  services. 


CHAPTER  IV 

GOODS   AND   SERVICES 

GOODS  and  services  are  nearly  always 
bracketed  as  being  the  two  things  which 
can  be  exchanged  for  money-tokens  or 
purchasing  power.  There  can  be  no  reason 
for  not  dealing  with  them  separately ;  so  we 
will  deal  with  them  separately.  Take  goods 
first.  Afterwards  we  will  examine  what  is 
meant  by  services.  I  shall  want  to  know 
what  it  is  that  determines  the  purchasing 
power  that  can  be  obtained,  for  example,  for 
rendering  the  service  of  carrying  a  cargo  of 
cotton  goods  in  a  ship  or  a  case  of  crockery  in 
a  railway  truck.  It  seems  to  me  that  selling 
the  use  of  a  ship,  or  of  a  railway  truck,  for  a 
day,  or  for  a  week,  is  much  the  same  as  selling 
cheeses.  That  is  why  I  am  going  to  tackle 
goods  first.  That  is  why,  in  examining  the 
question  of  unemployment,  I  consider  that 
the  most  important  thing  to  do  is  to  find  out 
how  a  demand  for  goods  may  be  created. 

26 
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Goods 

What  is  meant  by  creating  a  demand  for 
goods  ?  Obviously  it  means  making  people 
want  what  they  have  not  got.  But  everybody 
wants  what  they  have  not  got.  So  it  cannot 
be  that.  Thinking  about  it,  it  seems  that 
there  must  be  two  kinds  of  demand :  the 
demand  that  can  be  satisfied,  and  the  demand 
that  cannot.  There  are  obviously  people  who 
can  buy  what  they  want ;  and  more  obviously 
still  there  are  very  many  more  who  cannot. 

At  the  present  time  people  who  try  to  sell 
things  know  that  there  are  not  enough  people 
who  can  satisfy  their  demand ;  there  are  not 
enough  people  who  want  things  they  have  not 
got  more  than  they  want  the  money-tokens 
that  they  have  got.  Too  small  a  number  of 
money-tokens  is  being  offered  in  exchange  for 
goods.  Consequently,  the  demand  for  money- 
tokens,  or  power  to  purchase  food,  cannot  be 
satisfied.  Therefore  many  people  cannot 
purchase  the  food  they  require  to  sustain  life. 

Ineffective  Demand 

Demand,  in  fact,  is  ineffective.  People  who 
want  things  they  have  not  got  must  go  with- 
out them.  When  that  happens  other  people 
have  to  go  without  other  things  which  they 
want  because  the  means  of  obtaining  pur- 
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chasing  power  are  not  there.  In  the  end  it 
means  that  the  people  who  only  want  food 
cannot  get  food.  Therefore  when  demand  is 
ineffective  there  must  be  hungry  people.  At 
first  sight  it  looks  very  simple  to  change  an 
ineffective  demand  into  an  effective  demand. 
If  the  things  I  want  were  cheaper  I  could 
afford  to  buy  them.  Make  things  cheaper 
and  people  will  be  able  to  buy  them.  But 
how  can  this  be  done?  How  can  you  reduce 
the  purchasing  power  which  can  be  exchanged 
for  a  chair  or  a  motor  car  without  reducing 
the  purchasing  power  of  the  people  who,  in 
their  poverty,  only  want  a  loaf  of  bread  ? 
Will  it  help  the  ultimate  under-dog,  who 
to-day  only  wants  food,  if  you  give  him  fewer 
money-tokens  to  exchange  for  cheaper  bread, 
rather  than  more  money-tokens  wherewith  to 
buy  dearer  bread  ?  The  man  who  only  wants 
bread  can  only  benefit  if  he  gets  more  for 
what  he  gives,  or  if  he  can  give  less  without 
receiving  less  in  return.  Only  thus  can  he  see 
a  chance  of  asking  for  something  more  than 
bread.  Only  thus  can  he  figure  in  the 
creation  of  an  effective  demand. 

A  baker  can  only  bake  a  certain  number  of 
loaves  in  a  given  period  of  time.  If  that 
number  can  only  be  exchanged  for  enough 
money-tokens  to  pay  for  his  boots  and  his 
rent  and  his  clothes  during  that  period,  it  is 
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clear  that  amongst  other  things  he  will  have 
to  go  without  tobacco.  The  tobacconist  will 
have  to  go  without  bread  or  boots.  At  any 
rate  he  will  have  to  go  without  something. 
By  asking  too  much  for  any  one  thing  it 
seems  that  we  reduce  the  demand  for  every- 
thing. We  reduce  the  available  purchasing 
power.  The  conclusion  which  I  draw  from  the 
facts  of  the  case  as  they  present  themselves 
to  my  mind,  is  that  it  is  not  price  that  matters, 
but  rather  the  proportion  of  a  man's  labour 
which  he  has  to  exchange  for  every  one  thing 
which  he  wants. 

But  money-tokens  represent  a  man's  labour. 
So  what  is  price  if  not  a  man's  labour  expressed 
in  terms  of  money-tokens  ?  In  our  complex 
world  many  things  go  to  make  up  a  man's 
labour.  Every  man's  labour  consists  partly  in 
the  employment  of  capital,  since  he  sustains 
life  on  savings  whilst  the  job  is  in  progress  on 
which  he  is  engaged.  If  the  capital  is  not  his 
own  he  buys  the  use  of  it  for  the  time  for 
which  it  is  required.  Every  man's  labour 
consists  partly  in  a  variety  of  things,  and  the 
man  who  makes  his  own  goods  and  lives  by 
selling  them  is  becoming  rarer  every  day. 
But  the  position  of  most  individuals  is  much 
the  same  as  if  they  made  their  own  goods  and 
lived  by  selling  them.  Whatever  their  labour 
consists  in,  they  are  selling  it  and  getting 
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purchasing  power  in  return,  just  in  the  same 
way  as  the  man  who  makes  chairs  from  start 
to  finish  and  lives  by  selling  them.  The 
maker  of  chairs  must  not  want  too  much  in 
return  for  his  chair  or  there  will  be  no  effective 
demand  for  chairs.  The  boot-maker  must  not 
want  too  much  in  return  for  a  pair  of  boots  or 
there  will  be  no  effective  demand  for  boots. 
If  the  chair-maker  and  the  boot-maker  both 
want  too  much  for  their  respective  goods,  and 
the  boot-maker  wants  chairs  and  the  chair- 
maker  wants  boots,  the  result  will  be  that  both 
will  have  to  go  without  what  they  want 
because  boots  and  chairs  are  too  expensive, 
whether  their  value  be  expressed  in  chairs  and 
boots  or  in  money-tokens. 

Price-levels  and  Effective  Demand 
Resist  it  how  we  may,  the  conclusion  is 
unavoidable  that  prices  must  be  reduced  if  an 
ineffective  demand  is  to  be  converted  into  an 
effective  demand.  There  are  people,  just  as 
there  are  countries,  who  could  not  buy  what- 
ever the  reductions  in  the  prices  of  com- 
modities. I  will  come  to  those  people  and 
countries  later  on.  Price  reductions  will  not 
solve  the  problem  of  unemployment.  They 
will  hardly  contribute  towards  a  solution  of 
that  problem  unless  they  are  accompanied  by 
an  economy  of  labour  which  will  enable  a  man 
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to  make  his  labour  go  further  and  earn  more. 
This  is  only  another  way  of  saying  that  the 
costs  of  production  must  be  reduced  irrespec- 
tive of  whether  or  not  wages  are  reduced. 
Now  if  things  can  be  made  cheaper  without 
reducing  wages  it  is  obvious  that  demand  will 
be  increased,  a  demand  which  will  be  effective 
because  of  the  goods  being  cheaper,  and 
because  the  money  has  not  been  reduced  which 
is  necessary  to  make  the  demand  effective.  If 
the  price  of  everything  is  reduced,  then  lower 
wages,  still  further  reducing  prices,  will  main- 
tain the  same  standard  of  living ;  the  lower 
prices  which  result  will  increase  the  effective 
demand  for  the  products  of  labour.  This 
effective  demand  has  been  shown  to  be 
necessary  to  cure  unemployment. 

Is  it  not,  therefore,  obvious  that  it  is  neces- 
sary to  concentrate  on  prices  ?  War  must 
be  waged  on  prices.  And  the  war  must  be 
ruthless.  Every  item  must  be  reduced  to  a 
minimum :  the  cost  of  capital,  the  cost  of 
materials,  the  cost  of  production,  overhead 
charges,  profit,  and  in  the  last  resort  wages. 
Ultimately  it  means  this :  in  every  job  more 
must  be  given  and  less  received.  Everyone 
must  use  to  the  best  advantage  what  he  has 
to  sell.  An  effective  demand  cannot  be  created 
unless  everyone  helps.  Everyone  must  help 
to  bring  down  prices,  because  until  they  are 
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down  there  will  be  unemployment,  and  whilst 
there  is  unemployment  there  is  no  way  of 
distributing  purchasing  power  without  wastage 
of  capital  and,  subsequently,  more  unemploy- 
ment. 

The  point  to  which  prices  must  be  reduced 
can  only  be  ascertained  in  competition  in  the 
world's  markets.  We  have  already  seen  that 
a  world  price  of  anything  is  the  price  offered 
by  the  highest  bidder.  And  we  have  seen 
that  we  must  sell  goods  abroad  if  sufficient 
purchasing  power  is  to  get  into  the  hands  of 
the  people  of  this  country,  in  return  for  these 
goods,  to  enable  them  to  sustain  life. 

So  much,  for  the  moment,  for  the  creation 
of  an  effective  demand  for  goods.  I  am 
coming  back  to  the  demand  for  goods  directly, 
because  I  want  to  know  something  about 
foreign  markets :  whether  there  is  anywhere 
an  ineffective  demand  for  our  goods  which 
might  be  made  effective.  But  before  coming 
on  to  that  I  must  return  to  the  question 
of  services — services,  that  is  to  say,  which  are 
commonly  bracketed  with  goods  as  being  the 
two  things  which  can  be  exchanged  for  money- 
tokens  or  purchasing  power. 

Services 

What  is  it,  to  repeat  an  earlier  question, 
that  determines  the  purchasing  power  that 
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can  be  obtained  in  exchange  for  the  rendering 
of  any  particular  service  ?  Take  a  concrete 
case.  Household  coal,  to-day,  costs  40s.  a  ton 
in  Yorkshire.  It  costs  60s.  a  ton  in  London. 
The  difference  of  20s.  a  ton  represents  the  cost 
of  the  service  of  taking  the  coal  from  Yorkshire 
to  London.  Why  does  it  cost  20s.  to  carry  a 
ton  of  coal  from  Yorkshire  to  London  ?  It  is 
because  the  price  of  everything  that  the  railway 
company  has  to  buy,  in  order  to  be  able  to 
carry  coal  from  Yorkshire  to  London,  is  such 
that  the  use  of  the  capital  borrowed  by  the 
railway  company  to  enable  it  to  buy  these 
things  cannot  be  paid  for  unless  the  railway 
company  is  paid  20s.  for  the  service  of  carry- 
ing a  ton  of  coal  from  Yorkshire  to  London. 
I  imagine  that  to  be  the  reason.  But  we 
can  easily  find  out.  What  does  the  railway 
company  need  to  be  able  to  carry  the  coal  ? 
It  needs  engines  and  wagons  and  rails,  and 
stations  and  coal  and  officials  and  workmen. 
Broadly  speaking,  it  has  to  purchase  materials 
and  it  has  to  pay  salaries  and  wages.  What 
the  materials  are  does  not  matter.  The  price 
of  materials  is  made  up  in  the  same  way 
whether  the  materials  are  locomotives  or 
pocket-knives.  The  price  of  an  engine  is 
made  up  of  materials  and  wages.  Ultimately 
it  may  be  said  that  the  price  of  an  engine  is 
made  up,  roughly,  of  the  price  of  steel  and 


84  WORLD  TRADE  AND 

brass  and  copper  and  of  wages.  The  price  of 
steel  is  made  up  of  the  price  of  the  ore  from 
which  it  is  made  and  of  the  wages  of  the  steel- 
makers who  convert  it  into  steel.  The  price 
of  the  ore  is  made  up  of  the  money-tokens 
which  the  owner  of  the  ore  wants  in  exchange 
for  it,  plus  the  wages  of  the  people  who  dig  it 
out  of  the  ground,  plus  the  cost  of  bringing 
it  from  Sweden  or  from  Spain  to  the  steel- 
maker in  this  country.  In  the  end  it  seems 
to  come  to  this,  that  the  price  of  an  engine  is 
made  up  almost  entirely  of  wages.  So  is  the 
price  of  a  wagon  and  of  a  pocket-knife  and  of 
a  house  and  of  food.  So  that  the  cost  of  carry- 
ing a  ton  of  coal  from  Yorkshire  to  London 
is  made  up  for  the  most  part  of  wages.  And 
price,  we  have  seen,  is  a  man's  labour  expressed 
in  terms  of  money-tokens.  The  price  of 
everything  is  determined  by  the  price  of  labour 
— by  wages.  And  the  price  of  the  service  of 
carrying  a  ton  of  coal  from  Yorkshire  to 
London  is  determined  by  the  wages  that  are 
paid  to  men  who  dig  ore  in  Sweden  or  in 
Spain,  to  men  who  load  the  ore  into  ships,  to 
men  who  build  the  ships  into  which  the  ore 
is  loaded,  to  men  who  unload  the  ore  in 
this  country,  to  men  who  convert  the  ore 
into  steel,  to  men  who  fashion  the  steel 
into  engines — to  men,  in  fact,  in  every  trade 
which  is  tapped  by  the  railway  company 
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which  carries  the  ton  of  coal  from  Yorkshire 
to  London. 

Now  a  lot  of  people  in  London  cannot 
afford  to  pay  60s.  for  a  ton  of  coal.  So  they 
only  buy  half  a  ton  or  no  coal  at  all.  What 
happens  ?  Less  coal  is  carried  from  Yorkshire 
to  London.  The  railway  company  receives 
fewer  money-tokens,  that  is  to  say,  less  pur- 
chasing power,  and  there  is  less  purchasing 
power  to  distribute  in  wages  to  all  the  different 
trades  which  are  tapped  by  a  railway  company 
when  it  is  called  upon  to  carry  coal  from  York- 
shire to  London.  The  wages  of  a  shipbuilder 
in  Scotland  and  of  a  steel  smelter  in  Sheffield, 
of  a  railway  worker  in  London  and  of  a  sailor 
in  the  Bay  of  Biscay  or  the  North  Sea,  help  to 
reduce  the  effective  demand  for  Yorkshire  coal 
in  London.  The  result  is  unemployment  in 
the  Yorkshire  coal-fields.  The  price  of  services, 
like  the  price  of  goods,  destroys  an  effective 
demand  if  it  be  too  high.  In  London  there 
is  an  unsatisfied  demand  for  coal.  The  man 
who  buys  half  a  ton,  because  the  price  of  one 
ton  is  more  than  he  can  afford  to  pay,  still 
wants  the  other  half  ton  and  he  would  buy  it 
if  the  price  were  sufficiently  reduced. 

We  are  brought  back  to  this  point,  there- 
fore, that  an  ineffective  demand  can  only  be 
converted  into  an  effective  demand  by  reduc- 
ing prices,  by  reducing,  that  is  to  say,  the 
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proportion  of  a  man's  labour  which  he  is  called 
upon  to  give  in  exchange  for  every  one  thing 
which  he  wants. 

It  has  been  ascertained  that  the  destruction 
of  the  effective  demand  for  Yorkshire  coal  in 
London  also  destroys  the  effective  demand 
for  the  service  of  carrying  coal  from  Yorkshire 
to  London.  Another  striking  example  is 
afforded  by  the  cost  of  building  ships. 

A  ship  costs  more  than  twice  as  much  to 
build  as  it  did  before  the  war.  The  price  of 
a  ship  is  made  up  of  wages  to  the  same  very 
large  extent  as  is  the  price  of  a  locomotive. 
Now  the  life  of  a  ship  is,  roughly  speaking,  the 
same  now  as  it  was  before  the  war.  That 
means  that  it  will  make  the  same  number  of 
journeys.  In  the  sum  total  it  will  travel  the 
same  number  of  miles.  It  will  carry  the  same 
quantity  of  goods.  But  in  addition  to  the 
increased  cost  of  running  a  ship  it  will,  in  that 
same  life,  or  time  or  distance,  or  on  the  same 
tonnage  of  goods  carried,  have  to  earn  the 
money  which  it  cost  to  build  it.  And  because 
it  cost  more  than  twice  as  much  to  build  it, 
the  cost  of  carrying  every  single  thing  in  its 
cargo  will  be  increased,  and  the  cargo  will  cost 
more  to  the  consumer.  The  sea-borne  ore 
will  cost  more  to  the  steel-maker  in  England. 
The  costs  of  the  service  of  carrying  things  in 
ships  are  so  high  that  people  cannot  afford  to 
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pay  them.  Therefore  ships  are  not  needed. 
Existing  ships  are  not  needed.  New  ships  are 
not  needed.  And  sailors  and  shipbuilders  are 
unemployed. 

At  present  there  is  no  effective  demand 
anywhere,  either  for  goods  or  for  services. 
The  part  that  price  plays  in  rendering  an 
effective  demand  ineffective  has  been  examined. 
We  must  now  come  back  to  those  people  and 
countries  whose  lack  of  purchasing  power  does 
not  depend  on  prices,  because  they  have  no 
purchasing  power. 

Are  there  foreign  markets  in  which  our 
goods  would  sell  if  they  were  cheaper  ?  If  so, 
where  are  they  ?  If  not,  why  not  ?  What  is 
the  position  on  the  continent  of  Europe  ? 
What  is  the  position  overseas  ? 


CHAPTER  V 

FOREIGN   MARKETS 

I  HAVE  been  in  many  countries  in  Europe 
since  the  termination  of  the  war.  Everywhere 
there  are  people  wanting  things  which  they 
have  not  got.  Everywhere  there  are  people 
with  no  means  of  paying  for  the  things  which 
they  want.  In  some  cases  it  is  because  prices 
are  too  high.  In  some  cases  it  is  because  the 
destruction  of  war  has  destroyed  the  system 
of  money-tokens  and  has  put  nothing  in  its 
place  to  serve  to  regulate  the  exchange  of 
commodities.  But  if  there  is  anywhere  in  the 
world  a  country  with  things  to  sell  for  which 
there  is  an  ineffective  demand  somewhere  else, 
and  where  there  is  an  ineffective  demand  for 
things  which  we  have  to  sell,  I  want  to  know 
why  the  exchange  of  commodities  cannot  take 
place.  I  want  to  know  why  there  is  a  dead- 
lock. I  want  to  know  how  it  can  be  removed. 

Poland 

I  have  been  in  Poland  twice  since  the 
Armistice.  What  I  know  about  Poland  is 
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known  to  many  people.  My  knowledge  is 
common  knowledge.  It  is  easily  checked. 
In  a  later  chapter  I  will  describe  conditions 
in  Poland.  I  will  explain  how  those  con- 
ditions arose.  But  I  do  not  want  to  touch  on 
matters  which  are  partly  political  whilst  I  am 
still  in  the  middle  of  an  argument  which  is 
only  economical. 

Poland's  money  system  has  gone  West. 
Poland  has  no  money-tokens  which  anyone 
outside  of  Poland  is  willing  to  accept  in 
exchange  for  goods  or  services.  Poland  is  in 
dire  need  of  goods  and  services.  Most  of  all 
Poland  needs  services.  She  needs  an  organised 
system  of  transport.  The  war  has  left  her 
with  too  few  engines,  too  few  carriages  and 
wagons,  too  few  railway  lines.  Machinery 
and  plant  are  also  lacking.  But  the  lack  of 
transport  is  the  key  to  the  situation.  The 
transport  services  of  Poland  require  putting 
in  order  first,  because  unless  you  can  move 
things  it  is  no  use  making  them,  because  you 
cannot  sell  them. 

We  know  what  a  lot  of  trades  are  tapped 
when  a  railway  company  acquires  what  it 
needs  in  order  to  be  able  to  move  goods  from 
one  place  to  another.  All  these  trades  would 
benefit  if  Poland  were  able  to  acquire  the 
means  of  transport.  Poland  wants  the  means 
of  transport,  but  cannot  pay  for  them. 
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Poland's  demand  for  the  means  of  transport 
is  ineffective.  We  cannot  afford  to  give 
means  of  transport  to  Poland.  Can  we  lend 
them?  Would  it  do  us  any  good  to  lend 
them  ?  Would  it  do  Poland  any  good  ? 
Could  Poland  pay  us  back  ?  For,  of  course, 
we  could  not  lend  the  actual  means  of  trans- 
port. We  should  have  to  lend  the  means 
wherewith  to  buy  them.  Poland  and  her 
means  of  transport  are  just  an  example  of  the 
kind  of  problem  with  which  we  are  faced 
to-day  in  many  parts  of  the  world.  Poland 
is  one  of  many  countries  I  have  been  in  where 
the  system  of  money-tokens  has  broken  down, 
where  there  is  a  demand  which  is  ineffective, 
and  where  there  would  be  goods  to  export  in 
payment  of  what  we  might  send  them  if  we 
would  or  could  but  lend  them  the  capital  to 
enable  them  to  purchase  the  primary  needs  of 
their  transport  system  and  of  their  industries. 

Loans    of  capital    for    such    purposes    are 
known  as  export  credits. 


CHAPTER  VI 

EXPORT    CREDITS 

WHAT  are  export  credits  ?  Or,  first  of  all, 
what  is  credit  ?  In  the  most  ordinary  affairs, 
such  as  buying  a  glass  of  beer,  it  sometimes 
happens  that  you  have  not  got  the  money  on 
you  wherewith  to  pay  for  it.  It  will  then  be 
chalked  up  against  you  if  you  are  lucky 
enough  to  get  beer  on  those  terms.  In  effect 
the  publican  has  lent  you  the  money  where- 
with to  pay  him  for  his  beer.  He  has  lent 
you  capital.  Lending  capital  is  the  same 
thing  as  giving  credit.  The  amount  of  your 
credit,  as  you  will  find  out  if  you  ask  for 
another,  and  yet  another,  glass  of  beer, 
depends  on  how  long,  or  rather  up  to  what 
sum  of  money,  the  publican  will  go  on  be- 
lieving you  when  you  say  you  will  pay  him 
to-morrow  or  next  Saturday  or  whenever  it 
may  be.  When  you  get  credit  in  a  public- 
house  you  borrow  the  means  of  converting  an 
ineffective  into  an  effective  demand  for  beer. 
The  amount  of  your  credit  depends  on  the 
publican's  estimate  of  your  ability  to  repay. 
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Credit  may  therefore  be  defined  that  way. 
It  is  an  estimate  of  ability  to  repay.  When 
capital  is  borrowed  the  lender  wants  to  know 
two  things.  He  wants  to  know  whether  it 
can  be  repaid,  and  he  wants  to  know  when  it 
will  be  repaid.  When  capital  is  lent  the 
borrower  must  know  two  things.  He  must 
know  whether  he  can  repay,  and  he  must 
know  when  he  can  repay.  The  terms  on 
which  capital  is  lent  or  borrowed  is  a  question 
of  supply  and  demand.  The  price  of  the 
service  is  determined  by  the  amount  of  capital 
available  and  the  amount  of  capital  for  which 
there  is  an  effective  demand. 

And  now  that  there  does  not  seem  to  be  any 
doubt  as  to  what  is  meant  by  credit,  it  should 
not  be  difficult  to  arrive  at  an  understanding 
of  the  term  Export  Credit,  which  looms  large 
in  every  reference  to  schemes  for  relieving 
unemployment.  You  can  look  at  it  two  ways. 
An  export  credit  is  a  credit  to  enable  our 
manufactures  to  be  exported.  It  is  also  a 
credit  to  enable  someone  to  buy  our  exports 
who  has  no  capital,  At  the  moment  any- 
thing is  welcomed  which  provides  a  means  of 
distributing  purchasing  power.  Obviously  if  we 
lend  capital  to  a  country  which  has  no  capital, 
for  the  purpose  of  buying  goods  from  us,  the 
capital  so  lent  will  be  used  in  providing 
purchasing  power  in  the  shape  of  wages  to 
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the  people  engaged  in  producing  the  goods 
required  by  the  country  to  whom  the  loan  of 
capital  has  been  made.  The  loan  of  pur- 
chasing power  is  converted  into  a  loan  of 
goods.  The  goods  which  the  devastated 
countries  of  Europe  require  to  import  are 
those  which  are  needed  for  re-conditioning 
their  means  of  transport,  and  those  which  are 
needed  for  re-starting  industries  and  manu- 
factures. They  are  the  goods  which  are 
needed  to  re-start  the  export  trade  of  countries 
which  must  be  able  to  export  if  they  are  ever 
again  to  be  able  to  pay  for  their  imports 
without  being  obliged  to  borrow  capital  for 
the  purpose.  The  loan  of  capital  to  buy  a 
plough  wherewith  to  raise  corn  may  enable 
railway  material  to  be  paid  for  in  corn.  That 
is  what  is  meant  by  an  export  credit.  That  is 
the  kind  of  result  which  export  credits  are 
calculated  to  produce.  The  exported  corn 
pays  for  imports.  And  the  imports  of  other 
countries  are  our  exports.  And  so  by  ex- 
changing goods  with  other  countries,  giving 
to  them  what  they  need  but  have  not  got,  in 
exchange  for  what  we  need  and  have  not  got, 
the  wheels  of  trade  are  set  in  motion,  and  the 
country  which  has  borrowed  capital  from  us 
begins  to  put  by  the  surplus  products  of  her 
labour.  She  saves  capital  wherewith  to  repay 
our  loan.  Let  us  say  that  we  buy  the  corn, 
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and  that  we  pay  for  it  with  railway  wagon 
wheels.  What  is  the  process?  Where  do 
you  and  I  come  in  ?  We  are  paid  for  the 
railway  wagon  wheels  in  purchasing  power,  in 
the  purchasing  power,  that  is  to  say,  which  is 
possessed  by  the  money-tokens  for  which  the 
corn  is  sold  to  the  consumer.  In  the  first 
place  you  and  I  lend  the  capital.  Taxation 
provides  the  Government  with  the  means  to 
make  export  credit  loans.  You  and  I  pay 
the  taxes.  When  the  loan  is  repaid  it  relieves 
taxation,  and  when  we  are  paid  for  the  use  of 
it,  it  relieves  taxation,  so  you  and  I  will  get 
back  our  taxes.  But  in  the  meantime  you 
and  I,  when  buying  the  corn,  pay  a  price 
which  includes  the  cost  of  the  use  of  the 
capital  which  you  and  I  have  lent.  You  and 
I  get  wages  for  making  railway  wagon  wheels. 
Those  wages  give  us  the  power  to  purchase 
the  corn.  Those  wages,  also,  must  include 
the  taxes  we  are  called  upon  to  pay.  So  it 
comes  to  this,  that  you  and  I  lend  the  capital. 
You  and  I  grant  the  export  credit  loan. 
But  you  and  I  also  pay  the  price  for  the  corn 
which  enables  the  corn-grower  to  pay  for  the 
use  of  the  capital  we  have  lent  him,  and  to 
save  capital  wherewith  ultimately  to  repay  our 
loan.  From  this  it  would  appear  that  we  pay 
twice  over,  that  we  pay  when  we  lend  the 
capital,  and  that  we  pay  over  again  when  it  is 
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paid  back.  There  must  be  something  wrong 
somewhere.  It  can't  be  right.  I  want  to 
know  where  it  is  wrong.  Let  us  look  at  the 
other  side  of  the  picture.  Where  do  you  and 
I  come  in  ?  That  question  has  been  answered. 
We  get  corn  and  we  get  the  power  to  purchase 
it.  Now  where  does  the  corn-grower  come  in  ? 
What  does  he  get  out  of  it  ?  He  gets,  in  the 
first  place,  a  number  of  our  money -tokens  for 
his  corn.  These  money-tokens  are  used  by 
him  for  two  purposes.  This  is  where  it  is 
necessary  to  watch  very  carefully  what  hap- 
pens. He  can  use  only  part  of  those  money- 
tokens  for  purchasing  railway  wagon  wheels. 
Therefore  the  railway  wagon  wheels  which  he 
imports  are  not  the  equivalent  of  the  corn 
which  he  exports.  Therefore  he  exports  more 
goods  than  he  imports.  Therefore  we  get 
more  goods  than  we  give.  That  is  the  first 
thing  we  find  out  when  we  examine  what 
happens  when  the  corn-grower  begins  to  use 
the  money-tokens  he  gets  in  exchange  for  the 
corn  which  he  exports  to  us.  He  exchanges 
part  of  the  money-tokens  for  railway  wagon 
wheels.  What  does  he  do  with  the  re- 
mainder? He  uses  them  to  pay  for  the  use 
of  the  capital  which  you  and  I  have  lent  him. 
The  payment  is  made  to  the  Government,  and 
it  is  called  interest.  Really  and  truly  we  pay 
that  interest,  you  and  I,  because  we  have  paid 
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for  it  in  the  price  we  have  paid  for  the  corn. 
But  we  are  the  Government,  you  and  I. 
When  the  Government  gets  these  money- 
tokens,  this  interest,  so  much  less  money  need 
be  raised  in  taxation  for  other  purposes.  Thus 
we  get  the  interest  back  again.  And  it  comes 
to  this :  You  and  I  get  more  corn  than  we 
give  railway  wagon  wheels.  We  lend  capital. 
We  give,  in  the  price  we  pay  for  the  corn,  the 
money-tokens  needed  by  the  corn-grower  to 
pay  for  the  use  of  the  capital.  The  corn- 
grower  gives  these  money-tokens  to  the 
Government.  The  Government  gives  them 
back  to  us.  On  the  balance  of  the  whole 
transaction  we  are  precisely  at  this  point,  that 
we  have  got  more  corn  than  we  have  given 
railway  wagon  wheels,  and  the  difference 
represents  our  return  on  the  capital  we  have 
lent.  The  corn-grower  has  got  railway  wagon 
wheels  and  a  plough,  where  before  he  only 
had  borrowed  capital  wherewith  to  buy  a 
plough.  In  his  next  transaction  the  goods  he 
will  import  will  be  more  nearly  equivalent  to 
those  which  he  exports.  And  so  on.  Each 
step  helps  him  to  produce  more  than  is 
necessary  to  sustain  life.  Each  step  helps 
him  to  save.  To  save  is  to  create  capital. 
He  needs  to  create  capital  in  order  to  be  able 
to  repay  the  capital  he  has  borrowed  from 
us  in  the  shape  of  an  export  credit  loan. 
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When  he  has  done  that  the  goods  he  pur- 
chases from  us  will  be  the  equivalent  of  those 
we  purchase  from  him.  In  other  words,  his 
effective  demand  for  our  goods  will  increase. 
It  is  therefore  quite  clear  where  I  was  wrong 
in  thinking  that  you  and  I  pay  when  we  lend 
the  capital  and  that  we  pay  again  when  it  is 
paid  back.  What  really  happens  is  that  until 
our  loan  is  repaid  we  get  more  goods  than  we 
give,  and  the  difference  repays  our  loan. 

Thus  may  export  credit  loans  set  in  motion 
the  processes  whereby  the  exchange  of  com- 
modities may  be  facilitated  on  which  every 
condition  of  life  depends.  But,  if  you  and 
I  who  make  railway  wagon  wheels  ask  for 
too  much  corn  in  exchange  for  the  product 
of  our  labour,  or  if  the  corn-grower  abroad 
wants  too  many  railway  wagon  wheels,  then 
the  price  of  corn  and  of  wagon  wheels  must 
rise.  The  demand  for  each  will  become  in- 
effective. The  corn  will  not  be  sold.  The 
use  of  our  capital  will  not  be  paid  for.  The 
capital  will  not  be  saved  wherewith  to  repay 
our  export  credit  loan.  Only  one  thing  will 
be  achieved.  The  problem  of  high  prices  will 
be  yet  further  aggravated. 

That  is  why  we  must  get  prices  down 
if  our  attempts  are  to  succeed,  by  means  of 
export  credits,  to  convert  ineffective  into 
effective  demand  in  devastated  countries 
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abroad.  It  is  no  more  possible  to  buy  things 
which  cost  too  much  with  borrowed  capital 
than  it  is  with  capital  of  your  own.  In  either 
case  there  is  a  wastage  of  capital,  and  in  either 
case  the  loan  thus  fails  in  its  purpose.  But 
in  the  meantime  purchasing  power  has  circu- 
lated. There  has  been  employment.  There 
have  been  inducements  to  work,  to  settle 
down,  to  create  political  stability.  All  these 
things  matter.  They  matter  very  much  in- 
deed. A  plough  and  a  shirt  may  save  a 
nation.  That  is  why  export  credits  are  worth 
while.  But  is  that  all,  you  will  ask  ?  Is  that 
the  only  reason  why  they  are  worth  while  ?  If 
that  is  the  only  reason  why  they  are  worth  while, 
might  not  the  money  be  spent  in  England 
in  wages,  and  the  goods  remain  here  ?  Would 
not  that  be  the  way  of  preventing  prices  from 
rising  ?  Is  there  no  other  way  of  preventing 
prices  from  rising  than  by  increasing  the  goods 
available  for  sale  every  time  that  you  increase 
the  purchasing  power  that  is  distributed  in 
wages  to  the  people  who  make  them  ?  If  the 
extra  goods  that  are  available  are  exported, 
it  means  that  there  is  extra  purchasing  power 
in  circulation  at  home  without  there  being 
an  increase  in  the  goods  available  for  sale 
at  home.  That  means  that  there  is  more 
purchasing  power  available  for  the  same 
quantity  of  goods.  In  other  words,  there  is 
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a  tendency  for  prices  to  rise.     A  lot  of  people 
argue  on  this  narrow  issue  that  export  credits 
are  bad.     They  argue  that  until  they  produce 
imports  they  only  put  up  prices.     They  forget 
that  apparent  price  increases  due  to  this  cause 
are    balanced    by    the    increased    purchasing 
power  of  any  given  money-token  which  must 
result  from   the  reductions   in  costs  of  pro- 
duction which  are  caused  by  increased  output 
in  industry.     The  creation  of  effective  demand 
by  means  of  export  credits  increases  output. 
Our  exports    increase   when   other  countries 
export  more.     It  is  therefore  all  to  the  good 
if  we  are  able  to  lend  capital  to  restore  the 
power  to  export  of  countries  whose  trade  at 
the  moment  stands  still  for  lack  of  capital. 
I   have  said   that  the  re-conditioning  of  the 
devastated  countries  of  Europe  will  make  for 
political   stability  in   those   countries.     Now, 
what  do   I   mean  by  political   stability  ?      I 
mean  the  establishment  of  conditions  in  which 
people  are  free  to  go  about  their  business  with 
a  reasonable  sense  of  security,  with  a  reason- 
able certainty  that  their  conditions  of  life  will 
undergo  no  sudden  and  unexpected  upheaval, 
that  certain  things  having  happened   to-day, 
the  logical  consequences  may  be  tolerably  well 
foreseen,  and  the  events  of  the  morrow,  and 
the   day  after  that,   looked  forward   to   and 
reckoned  with.    To  this  end  a  far-seeing  public 
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opinion  is  needed.  Nowhere  is  it  good  to 
have  people  who  can  lead  unless  there  be  a 
powerful  will  to  follow,  unless  there  be  a 
sound  mass  of  public  opinion  that  will  produce 
in  its  own  leaders  true  servants  of  the  people. 
It  is  the  same  thing  whether  we  go  abroad  into 
the  markets  of  the  world  to  foster  trade,  or 
whether  we  go  abroad  to  win  a  war  for  the  sake 
of  our  good  name,  service  and  only  service  in 
the  end  can  conquer,  because  service  can  never 
be  defeated.  I  think  we  ought  to  concentrate 
our  thoughts  on  this  idea.  It  is  more  than  an 
idea.  It  is  a  fundamental  truth.  You  know  it 
as  well  as  I  do  ;  you  who  have  set  out  with  me, 
and  have  stuck  to  me  thus  far  in  my  quest. 
We  must  make  up  our  minds,  you  and  I, 
whether  we  are  going  to  listen  to  the  man  who 
says  that  it  is  a  bad  thing  that  only  by  service 
can  we  acquire  purchasing  power,  who  deplores 
the  fact  that  it  is  mainly  through  the  channel 
of  wages  that  purchasing  power  is  distributed, 
that  the  power  to  purchase  what  is  necessary 
to  sustain  life  can  find  its  way  to  men  and 
women  who,  never  having  asked  to  be  born, 
seem  to  think  that  they  have  a  right  to  live. 
The  mystery  of  life  is  one  thing.  There  is 
no  mystery  about  living.  The  most  primitive 
and  ignorant  amongst  us  is  sufficient  of  an 
economist  to  know  that  if  he  gives  his  last 
rag  for  a  crust  of  bread  he  has  done  something 
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to  maintain  the  dignity  of  life ;  that  he  has 
claimed  his  heritage.  It  is  better  to  be  cold 
and  be  alive  than  to  be  clothed  and  die  through 
lack  of  food.  This  grim  alternative  is  rather 
remote.  But  there  was  a  time  when  it  was 
less  remote.  In  the  first  place  clothes  were 
only  a  means  of  keeping  warm.  It  was  a  new 
idea,  it  represented  a  clearly  definable  im- 
provement in  the  standard  of  living,  when  we 
began  to  wear  clothes  to  hide  our  nakedness. 
Each  step  in  the  progress  of  ideas  as  to  what 
was  necessary  to  sustain  life  placed  a  new 
burden  on  the  labour  of  man.  It  became  an 
increasingly  difficult  problem  so  to  employ 
the  labour  of  man  that  it  sufficed  to  procure 
for  him  all  his  complex  needs.  Each  new 
development  brought  with  it  in  the  early 
days,  as  it  brings  with  it  now,  a  need  for  more 
capital,  a  need  for  a  greater  amount  of 
surplus  production,  of  savings,  to  maintain 
life  during  the  development  of  new  ideas,  new 
markets,  new  methods.  The  existence  of 
savings  has  enabled  the  community  to  afford 
the  luxury  of  people  devoting  their  lives 
to  the  pursuit  of  knowledge  and  learning. 
Doctors,  dentists,  ministers  of  religion,  authors, 
poets,  statesmen  and  policemen  are  the  pro- 
duct of  the  thrift  of  the  ages.  So  is  the 
band  on  the  pier  at  Brighton  or  at  Blackpool. 
The  mere  labour  of  supplying  our  daily  needs 
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would  supply  none  of  these  things.  Yet 
these  things,  like  a  flag,  or  like  a  church 
tower  in  our  village,  are  the  biggest  part  of 
the  outfit  of  individual  consciousness.  And 
the  whole  thing  crumbles  when  we  cease  to 
interchange  commodities.  We  are  seeing  it 
now.  We  must  share  the  good  things  of  this 
earth.  To  share  them  we  must  find  them 
and  we  must  fashion  them  and  we  must  move 
them.  We  have  got  to  share  them.  The 
rest  is  incidental.  To  that  end  the  service 
of  everyone  is  needed.  And  the  service  of 
every  individual  is  his  or  her  claim  on  Society. 
The  right  to  live  is  an  abstract  conception. 
The  right  to  serve  is  an  economic  necessity. 
If  our  service  is  not  needed,  if  you  are  unem- 
ployed, it  is  because  service  has  broken  down, 
and  you  have  the  right  to  seek  fresh  outlets 
for  your  service  at  home  or  abroad.  Where 
the  need  is  greatest  demand  is  always  most 
ineffective ;  and  it  is  a  duty  to  ourselves  as 
much  as  it  is  a  service  to  our  neighbours,  by 
lending  capital  when  and  where  we  can,  to 
convert  an  ineffective  into  an  effective  de- 
mand. Every  impulse  of  the  heart  and  of 
the  head  prompts  men  of  our  race  to  seek 
foreign  markets.  Those  impulses  are  not 
artificial.  They  are  natural.  They  are  sound. 
They  have  carried  us  thus  far.  And  still  we 
lead.  We  have  but  to  give  rein  to  those 
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impulses  and  there  will  be  no  unemployment. 
None  at  all.  What  is  needed  to  that  end, 
to-day,  is  that  we  should  lend  capital.  Export 
credits  are  the  form  which  these  loans  must 
take. 

Have  we  really  found  out  that  the  most 
useful  service  for  which  there  is  an  over- 
whelmingly ineffective  demand  at  the  moment 
is  the  loan  of  capital  ?  The  war  has  exhausted 
all  our  savings.  Lack  of  savings,  lack  of 
capital,  has  made  the  wheels  of  trade  stand 
still.  The  useful  employment  of  all  capital 
that  can  be  scraped  together  thus  becomes 
a  matter  of  vital  importance.  We  must  em- 
ploy it  where  it  is  most  needed.  It  is  needed 
most  where  there  is  the  greatest  ineffective 
demand.  The  greatest  ineffective  demand  is 
to  be  found  where  the  war  sowed  devastation 
and  desolation,  where  the  means  of  production 
and  distribution  have  broken  down. 


CHAPTER   VII 

THE   FOREIGN   EXCHANGES 

AM  I  dreaming?  Or  have  I  forgotten  all 
about  the  Exchanges  ?  I  have  been  waiting 
for  that  question.  Come  along.  We  will 
tackle  it.  Hitherto,  after  finding  out  about 
money,  we  have  not  talked  about  it.  We  have 
always  spoken  of  money-tokens.  I  like  talk- 
ing about  money-tokens.  It  helps  to  remind 
me  that  money  came  into  existence  when  a 
need  arose  for  tokens  to  act  as  an  equivalent 
for  goods  and  to  facilitate  their  exchange.  The 
function  of  these  tokens  was  to  facilitate  the 
exchange  of  commodities.  We  arrived  at  that 
point  at  a  very  early  stage  in  our  discussion ; 
and  having  arrived  there  it  has  been  easy  to 
discuss  purchasing  power,  and  capital,  and 
credit,  and  exports  and  imports  without  worry- 
ing much  about  money.  Money  being  only  a 
token,  we  have  for  the  most  part  been  able 
to  dispense  with  the  mention  of  it.  It  seemed 
simpler  to  talk  of  the  things  of  which  money 
is  the  token  than  of  the  token.  There  is  a 
lesson  to  be  learned  from  the  simple  way  in 
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which  it  has  been  possible  to  pursue  our 
inquiries  in  the  absence  of  the  complication 
of  money.  There  you  have  it.  I  have  used 
the  word.  The  lesson  is  this :  money  has 
become  a  complication.  It  has  ceased  to  be 
a  token.  It  has  become  a  commodity  like 
corn,  or  boots,  or  ink-pots,  or  railway  wagon 
wheels.  What  makes  it  a  commodity  ?  The 
fact  that  it  may  be  bought  and  sold  for  profit. 
Is  it  a  fact,  or  is  it  not,  that  money  may  be 
bought  and  sold  for  profit  ?  And  does  that 
turn  it  into  a  commodity?  Does  being  a 
commodity  prevent  it  from  serving  as  a  token  ? 
If  you  want  to  find  out  for  yourself  the 
answers  to  these  questions  go  into  a  bank 
to-morrow  and  buy  some  German  marks.  At 
the  precise  moment  at  which  I  am  writing 
these  words  you  can  get  rather  more  than  three 
of  them  for  a  penny.  Ten  days  ago  you 
could  have  had  a  thousand  for  a  pound.  But 
go  to-morrow  and  buy  a  pound's  worth. 
Go  back  a  day  later  and  tell  your  banker 
to  sell  them  for  you.  Will  you  get  a  pound 
for  them  ?  No,  you  will  not.  You  may  get 
19s.,  or  you  may  get  21  s.  You  may  get 
anything  more  or  less  than  you  gave  according 
to  the  variation  from  one  day  to  the  next 
in  the  value  of  the  German  mark  expressed 
in  terms  of  an  English  Bradbury.  The 
same  experiment  may  be  made  with  the 
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currency  of  almost  any  other  country.  The 
experiment  is  most  often  repeated  in  currencies 
whose  value  fluctuates  most.  The  experi- 
ment becomes  a  speculation.  The  speculation, 
and  the  volume  of  the  speculation,  causes 
further  fluctuations.  They  become  wilder  and 
wilder,  and  the  law  of  supply  and  demand 
determines  from  hour  to  hour,  and  from  day 
day,  the  value  of  the  new  commodity.  Specu- 
lation is  one  factor  in  the  violent  fluctuations 
of  the  Exchanges,  but  it  is  not  a  primary  cause 
of  the  exchange  problem. 

Paper  Money 

The  primary  cause  of  the  whole  trouble 
is  the  printing  of  paper  money  which  does 
not  represent  goods  or  services.  This  printing 
of  paper  money  has  gone  on  in  many  countries, 
and  the  result  is  that  a  German  mark  is  no 
longer  the  German  mark  of  pre-war  days. 
The  French  franc  is  not  the  French  franc 
of  1914.  And  our  £  is  not  a  pre-war  £. 
The  printing  of  more  paper  marks  depreciates 
the  value  of  those  that  are  already  there. 
Inevitably  it  depreciates  also  the  exchange 
value.  And  as  the  exchange  value  goes  on 
depreciating  its  equivalent  in  goods  and 
services  in  this  country  depreciates  too,  and, 
Germany  being  forced  to  buy  less,  we  must 
necessarily  sell  less. 
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But  what  is  it  all  about,  you  will  ask  ? 
Why  this  printing  of  money  if  it  only  wrecks 
trade  and  brings  us  all  to  the  verge  of  bank- 
ruptcy ?  Is  there  no  way  of  stopping  it  ? 
Why  did  it  ever  begin  ?  How  did  it  begin  ? 
Again  we  must  blame  the  war.  What 
happened  ?  Most  of  us  spent  more  than  we 
had  got.  We  borrowed  from  one  another. 
In  this  one  thing,  in  money,  we  kept  a  record 
of  our  debts.  Perhaps  there  was  a  reason 
which  we  must  accept  as  a  sufficient  one.  I 
don't  know.  It  is  hard  to  say.  Because 
if  there  is  no  sufficient  reason  the  crime  in 
not  destroying  that  record  is  indeed  colossal. 
For  that  record  is  a  stumbling-block  to  the 
world's  recovery. 

Roughly  speaking,  this  is  our  position,  here 
in  England.  Most  of  the  countries  in  Europe 
owe  us  many  millions  of  pounds,  and  a  lot  of 
what  we  are  owed  we  in  turn  owe  to  America. 
For  the  moment  let  us  look  at  the  case  of 
France.  France  owes  us  a  lot  of  money.  We 
all  know  that.  Few  of  us  know  how  much. 
But  it  doesn't  matter.  What  matters  is  that 
it  is  more  than  France  can  pay.  As  a  result 
France  has  no  credit  in  this  country.  France 
cannot  buy  from  us.  Therefore  we  cannot  sell 
to  France.  And  therefore,  too,  we  cannot 
buy  in  France.  If  we  don't  buy  in  France  we 
don't  need  any  French  money.  There  is  no 
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demand  in  England  for  French  francs.  There- 
fore in  England  French  francs  are  cheap. 
Look  at  it  the  other  way  round.  France 
would  buy  in  England  if  she  could.  She 
would  buy  coal.  In  fact,  at  whatever  cost  to 
herself,  she  does  buy  coal  from  us.  It  costs  so 
much  that  it  puts  up  the  prices  of  things  in 
the  manufacture  of  which  coal  is  used.  The 
interest  on  the  money  which  France  owes  us 
is  the  price  which  France  pays  us  for  the  use 
of  the  Capital  which  we  lent  her  during  the  war. 
This  interest  must  be  found.  The  people  of 
France  must  find  it.  They  must  pay  it.  It  is 
a  drain  on  their  resources.  If  it  is  paid  in 
taxes  it  must  be  earned  in  wages.  It  enters 
into  the  price  of  everything.  Prices  soar.  The 
purchasing  power  of  money  decreases.  First  it 
decreases  at  home.  As  a  direct  consequence  it 
decreases  abroad.  It  decreases  in  England. 
That  means  that  French  money  will  buy  less 
English  money.  In  other  words,  the  rate  of 
exchange  goes  against  France.  There  is  a  fall 
in  the  French  franc.  When  money  buys  less 
we  need  more  of  it  to  buy  what  we  need  to 
sustain  life.  There  is  no  capital  against  which 
to  issue  tokens,  because  there  are  no  savings. 
No  one  is  succeeding  in  saving.  So  the 
Government  prints  money  and  more  money, 
and  again  and  again  more  money.  Each  note 
printed  buys  less  than  the  one  that  was  printed 
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before  it,  and  as  the  purchasing  power  of  the 
note  falls  so  the  demand  rises  for  more  notes. 
We  have  all  witnessed  the  same  thing  in  this 
country.  We  have  not  only  witnessed  it. 
We  have  each  one  of  us  experienced  it  in  our 
own  lives.  When  prices  went  up  during  the 
war  there  were  immediate  demands  for  higher 
wages.  The  amount  of  money  in  circulation 
had  to  be  increased  in  order  to  be  able  to  pay 
them.  More  money  for  the  same  goods  means 
higher  prices.  So  the  prices  went  up  when 
the  notes  were  printed,  and  wages  went  up 
when  prices  went  up,  and  so  on.  No  one 
thought  of  the  consequences.  No  one  thought 
of  anything  but  winning  the  war.  We  all 
knew  that  if  we  lost  the  war  nothing  else 
mattered.  Having  won  the  war  we  would  be 
equal  to  the  task  of  putting  our  house  in  order 
for  the  peace  that  would  follow.  We  were 
right.  Were  we  not  ?  Would  we  not  do  the 
same  again  ?  And  do  we  not  owe  it  to  the 
spirit  that  animated  us  then  to  find  a  spirit  now 
that  will  remedy  the  evils  from  which  we  suffer  ? 
This  great  evil  of  the  volume  of  unrepresenta- 
tive paper  money  is  what  is  known  as  inflation. 

Inflation 

Inflation  is  our  present  curse.  Where  it  is 
worst  the  exchange  value  of  the  paper  is 
lowest.  That  is  why  you  can  buy  between 
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three  and  four  German  marks  for  a  penny. 
That  is  why  French  francs  stand  at  fifty- 
three  to  the  pound  sterling.  It  is  due  to 
inflation  of  the  different  currencies,  and  the 
inflation  is  largely  due  to  the  burden  of  debt 
which  isJbreaWng  down  the  world's  traSeTand 
is  swelling  the  ranks  of  the  unemployed."  We 
shall  have  to  study  the  effects  of  inflation  at 
greater  length,  or  we  are  sure  to  go  wrong  in 
seeking  a  remedy.  Deflation  would  seem  to 
be  the  obvious  remedy.  If  that  is  so,  why  is 
it  not  adopted  ?  If  the  printing  of  paper 
money  reduces  the  purchasing  power  of  money, 
will  not  the  burning  of  paper  money  increase 
it  ?  No  doubt  it  would.  If  large  numbers  of 
notes  were  removed  from  circulation  those 
that  remained  would  have  a  greater  value. 
They  would  have  a  greater  purchasing  power. 
But  how  would  this  affect  our  debts  ?  We 
cannot  get  away  from  those  debts. 


CHAPTER  VIII 

ALLIED   DEBTS 

France 

SUPPOSE  for  a  moment  that  a  pound  note 
to-day  would  buy  what  a  golden  sovereign 
would  buy  before  the  war,  and  that  a  French 
franc  would  buy  to-day  what  it  would  buy  in 
August  1914.  What  would  be  the  position  ? 
To  begin  with,  £l  would  buy  25  francs,  and 
25  francs  would  buy  £l.  To  go  on  with, 
France  in  paying  her  debt  to  us  would  have  to 
pay  us  £l  which  is  worth  £l  for  every  £l 
which  she  borrowed  at  a  time  when  £l  was 
worth  roughly  10*.  or  less.  Her  debt  to  us 
would,  in  fact,  be  doubled.  But  that  is  not 
all.  The  righting  of  her  own  exchange  would 
not  remedy  this  evil.  If  25  francs  instead  of 
53  francs  will  buy  £l,  her  debt  is  reduced  by 
half,  but  it  is  doubled  again  by  the  fact 
that  the  francs  of  which  25  will  buy  our 
£l  have  twice  the  purchasing  power  of  the 
francs  of  which  53  are  needed  to  purchase  our 
£l.  Add  to  this  the  fact  that  our  own  £l 
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would  under  these  conditions  be  worth  twice 
the  £l  that  was  worth  10s.  when  it  was 
borrowed,  and  you  arrive  at  the  amazing  con- 
clusion that  if  by  a  stroke  of  the  pen  you 
could  revert  to  the  pre-war  values  of  the  franc 
and  of  the  £l,  and  also  consequently  to  the 
pre-war  rate  of  exchange,  France's  debt  to  us 
would  be  doubled.  She  would  pay  us  twice 
the  purchasing  power  which  she  borrowed. 
Now  you  can  see  the  mess  we  are  in.  We  do 
not  want  to  pay  back  America  £l  where  we 
borrowed  10s.  France  does  not  want  to  pay 
us  back  £l  where  she  borrowed  10s.  Our 
debts  require  that  the  relative  purchasing 
powers  of  our  respective  currencies  should 
remain  what  they  are.  The  relative  purchas- 
ing powers  of  our  respective  currencies  have 
brought  trade  to  a  dead  halt.  And  a  revival 
of  trade  is  the  only  thing  that  can  ever 
make  it  possible  for  our  debts  to  be  paid.  I 
can  see  no  hope  in  the  situation  whilst  the 
debts  remain.  Can  you  ?  Can  anyone  ?  I 
give  it  up.  It  makes  me  sad  to  think  that  our 
own  salvation  depends  on  our  letting  France 
off  her  debt  to  us.  It  makes  me  sad  because 
our  own  necessity  robs  us  of  the  opportunity 
of  rendering  a  generous  service  to  France  and 
to  humanity.  Let  us  pursue  this  argument  a 
little  further.  We  have  proved  that  that  debt 
stands  in  the  way  of  trade  revival,  and  will 
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stand  there  till  the  end  of  time,  since  the  debt 
will  never  be  repaid  unless  trade  revives  and 
the  money  is  earned  wherewith  to  pay  it. 
Suppose,  now,  we  agree  that  the  debt  shall  not 
be  repaid.  Suppose  it  to  be  cancelled.  Shall  we 
be  any  nearer  to  a  trade  revival  ?  It  seems  to 
me  that  we  must  look  at  it  in  two  ways.  How 
will  our  relations  with  France  be  affected  ? 
And  how  shall  we  stand  with  America,  to 
whom  we  shall  still  owe  money  ?  As  regards 
France  it  seems  to  me  that  this  will  be  the 
position.  France  will  be  able  to  borrow  from 
us,  supposing  we  are  in  a  position  to  lend,  up 
to  the  amount  of  the  cancelled  debt  without 
the  exchange  value  of  the  franc  in  terms  of 
our  money  falling  below  the  value  at  which  it 
stands  now  whilst  the  debt  is  still  payable.  If 
the  rates  of  exchange  mean  anything  at  all,  I 
think  that  is  logical.  If  your  credit  with  me 
is  bad  because  you  owe  me  £5,  surely  if  you 
suddenly  cease  to  owe  me  £5  your  credit  will 
not  be  as  bad  as  it  was  until  you  do  owe  me 
£5.  Doesn't  it  also  follow  that  if  you  don't 
borrow  £5  from  me,  after  ceasing  to  owe  me 
the  first  £5,  your  credit  must  be  better  than  it 
was  before  you  ceased  to  owe  me  £5  ?  I  don't 
see  anything  to  argue  about  in  that.  And 
that  is  the  position  France  would  be  in  if 
her  debt  to  us  were  cancelled.  Her  credit 
in  England  would  improve.  Her  demand  in 
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England  would  become  more  effective.  The 
purchasing  power  of  the  franc  in  England 
would  increase.  The  exchange  value  of  the 
franc  in  terms  of  our  money  would  improve. 
France  would  purchase  from  us.  She  would 
purchase  coal  from  us.  The  coal  would  be 
cheaper  owing  to  the  increased  purchasing 
power  of  the  franc  in  England.  Prices  would 
fall  of  goods  made  in  France  in  the  manufacture 
of  which  coal  is  required.  The  problem  of 
the  exchanges  between  France  and  England 
would  disappear.  Trade  would  prosper,  and 
we  should  have  the  chance,  which  we  have  not 
got  now,  of  saving  the  capital  which  we  need 
to  pay  our  debt  to  America.  That  brings  me 
back  to  the  second  question  : 

America 

How  should  we  stand  with  America  if 
France's  debt  to  us  were  cancelled  ?  We 
should  stand  exactly  where  we  stand  to-day. 
If  America  is  depending  on  our  receipts 
from  France  in  judging  our  ability  to  meet 
our  obligations,  our  credit  will  not  suffer 
by  the  disappearance  of  a  security  which  we 
do  not  need  and  which  it  is  not  economic- 
ally possible  for  France  to  afford  us.  The 
stake  of  America  in  the  war  was  not  the 
same  as  ours.  I  am  ready  to  accept  the 
proposition  that  America  made  as  great  a 
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contribution  to  the  cause  which  conquered 
as  Europe  could  accept  or  expect  from  her. 
It  is  not  my  purpose  in  this  inquiry  to 
examine  any  other  proposition,  to  pursue  any 
alternative  line  of  thought.  Indeed,  we  in 
England  cannot  sincerely  plead  for  the  can- 
cellation of  debts  unless  we  exclude  America 
from  the  arrangement,  because  if  America 
were  included  it  might  be  argued  that  we 
should  have  nothing  either  to  gain  or  to  lose, 
and  the  weight  of  our  counsels  would  be  nil, 
although  Europe  owes  us  more  than  twice 
what  we  owe  to  America.  The  great  gift 
would  be  the  gift  of  America,  and  even 
though  self-interest  dictates  the  step  which  I 
advocate,  I  say  we  cannot  yield  even  to 
America  the  pride  of  place  in  making  if  you 
like  a  virtue  of  necessity,  and  destroying  the 
record  of  the  only  debt  which  was  recorded 
during  the  comradeship  in  arms  of  the 
countries  of  the  Entente  in  Europe.  Having 
proved  our  self-interest  in  this  matter,  it  is  no 
doubt  hypocritical  to  attempt  to  transfer  the 
argument  to  a  higher  plane.  And  yet  I  don't 
know  whether  it  would  be  out  of  place  to 
touch  just  the  fringe  of  the  argument  which, 
in  my  view,  would  be  compelling  even  if  self- 
interest  could  be  denied.  I  said  before  that 
of  no  other  debt  had  a  record  been  kept. 
France  suffered  most  in  the  war.  In  life  and 
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treasure  France  gave  most.  France  and 
Belgium.  Nothing  will  ever  repay  what  they 
gave.  Proximity  to  the  enemy  increased  their 
peril,  increased  their  stake,  increased  their 
sacrifices.  Reparations  are  no  indemnity. 
We  threw  in  all  we  could.  We  threw  in  all 
we  had.  From  a  remoter  distance  we  saw 
approaching  the  same  fate.  We  threw  in  our 
capital.  It  was  an  accident  that  it  was  spent 
in  France,  in  Belgium,  in  Italy,  on  the  Balkan 
front.  It  might  have  been  spent  in  England, 
in  our  towns  and  in  our  villages,  and  our  rivers 
might  have  run  red  with  blood.  We  pooled 
our  resources  in  all  but  in  money.  Was  it 
right  ?  If  it  was  wrong  is  it  ever  too  late  for 
a  wrong  to  be  righted  ?  Would,  indeed,  that 
there  were  no  such  thing  as  self-interest,  as, 
alas !  there  is,  to  spoil  the  gesture  with  which 
this  priceless  service  might  otherwise  be 
rendered,  this  service  which  would  cement 
again  those  war-time  bonds  of  mutual  under- 
standing. Don't  let  us  blink  the  facts.  We 
cannot  afford  to  blink  any  facts  as  between 
France  and  England.  Divergent  points  of 
view  on  a  number  of  questions  are  putting  a 
strain  on  our  war-time  bonds.  That  cannot 
be.  It  must  not  be.  It  is  unthinkable.  We 
must  laugh  at  the  idea.  We  who  know. 
Don't  you  see  what  it  is?  France  depends 
for  her  very  existence  on  credit  which  she  has 
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not  got,  on  credit  which  she  cannot  get 
because  of  what  she  owes.  We  in  England 
are  rich  compared  with  France.  And  our 
trade  stands  still  because  of  our  comparative 
prosperity.  France  cannot  understand  our 
attitude  on  many  questions.  Her  attitude  is 
not  ours,  and  ours  is  not  hers,  because  the 
problems  which  the  war  has  left  her  are  not 
our  problems,  and  because  our  problems  are 
not  hers.  It  is  that  which  divides  us.  It  is 
that  which  compels  points  of  view  that  the 
other  of  the  two  has  no  occasion  to  learn  to 
understand.  The  remedy  is  so  simple.  There 
is  only  one  anomaly  to  remove.  The  cancella- 
tion of  debts  will  restore  understanding  be- 
cause it  will  restore  to  a  common  basis  the 
mainspring  of  her  effort  and  of  ours.  Let  us 
feel  the  generous  impulse.  Let  us  act  on  it. 
And  let  us  in  all  humility  remember  the  self- 
interest  which  we  have  proved  to  exist. 

I  cannot  leave  this  question  of  the  cancella- 
tion of  debts  without  referring  to  yet  another 
factor  in  the  situation  on  which  there  has  been 
comment  in  France  and  all  too  little  comment 
here  in  England.  France  has  been  bled  by  us 
on  the  exchange.  And  not  France  alone. 
Whenever  France  buys,  as  buy  she  must, 
with  her  exchange  depreciated  as  it  still  is, 
she  pays  out  of  all  proportion  to  what 
she  receives.  Because  she  owes  us  money, 
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money  spent  for  our  salvation  every  bit  as 
much  as  for  hers,  it  costs  her  more  to  buy 
from  us  than  if  she  owed  us  nothing.  Because 
she  owes  us  money,  we  Englishmen,  when  we 
go  to  France,  buy  French  money  cheaply  and 
add  to  the  debt  of  France  to  us  by  the  things 
that  we  get  for  nothing.  This  point  is  not 
one  which  it  is  necessary  to  pursue  at  length. 
It  is  distasteful.  It  is  obvious.  It  is,  as 
economists  will  tell  you,  the  operation  of  the 
law  of  supply  and  demand.  It  does  not  make 
for  a  better  understanding.  It  puts  the  weight 
of  opinion  in  the  wrong  quarter.  It  raises 
false  standards.  It  makes  one  forget.  It 
makes  one  forget  things  unforgettable.  Surely 
it  should  make  us  pause.  An  end  to  it  all. 
Cancel  the  debt  France  owes  us  and  there  will 
be  an  end  to  it  all. 

I  have  taken  France  as  an  example,  as  the 
most  fitting  illustration  of  our  obligations  in 
the  matter  of  the  cancellation  of  debts.  All 
debts  can  be  brought  within  the  scope  of  the 
same  arguments.  All  war  debts,  that  is  to 
say,  owed  to  us  by  our  Allies.  They  must  all 
be  cancelled.  They  are,  so  it  seems  to  me, 
at  the  root  of  the  evil  of  the  exchanges. 

I  think  we  may  claim  that  this  investigation 
has  shown  that  Export  Credits  and  the  Can- 
cellation of  Debts  will  remove  the  evil  as  far 
as  it  can  be  removed  before  the  world's  work 
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has  replaced  the  capital  destroyed  in  the 
prosecution  of  the  war.  But  there  remains 
one  vast  consideration,  one  in  particular, 
which  enters  into  every  question  affecting  the 
recovery  of  Europe.  I  mean  the  question  of 
our  relations  with  Germany. 


CHAPTER  IX 

THE   PROBLEM   OF   GERMAN   REPARATIONS 

WHOEVER  approaches  the  question  of 
Germany's  reparation  payments  must  beware, 
if  he  would  be  listened  to,  of  displaying  an 
inclination  towards  relieving  Germany  of  even 
a  tiny  fraction  of  the  responsibilities  and 
liabilities  she  assumed  under  the  Treaty  of 
Versailles.  As  far  as  I  am  concerned,  I  want 
the  last  penny  that  Germany  can  pay,  and  a 
lot  more  on  top  of  that.  Let  that  be  taken 
for  granted.  But  I  want  Germany  to  make 
the  payment.  I  do  not  want  to  pay  it  myself. 
Nor  do  you.  Nor  do  the  unemployed. 
Frankly  I  doubt  our  ability  to  obtain  from 
Germany  the  reparations  which  we  all  want 
her  to  pay  which  will  not  take  the  place  of 
wealth  which  we  would  otherwise  produce 
ourselves  with  greater  advantage  to  our  own 
people.  Germany  can  only  pay  in  goods  and 
services.  That  is  a  commonplace.  But  we 
cannot  import  goods  and  services  which  we 
need  without  diminishing  employment  amongst 
our  own  people  who  could  produce  those  self- 
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same  goods,  and  who  could  render  those  self- 
same services.  We  must  examine  very  closely 
how  German  reparations  enter  into  our  own 
calculations.  I  want  to  know  what  good 
German  payments  can  do  us.  And  I  want 
to  know  whether,  and  to  what  extent,  and  in 
what  manner,  we  should  suffer  if  no  such  pay- 
ments were  received,  or  if  the  amounts  which 
are  due  to  us  under  the  Peace  Treaty  were 
very  materially  reduced.  But  our  attitude  on 
this  question  is  not  the  only  thing  that 
matters.  Our  interests  are  not  the  only 
interests  to  be  considered.  If  there  are  other 
interests,  what  are  they  ?  And  what  are  our 
obligations  with  regard  to  them  ?  Clearly  we 
must  consider  France.  We  have  arrived  at  a 
very  definite  conclusion  as  to  the  good  that 
would  result  to  France  and  to  ourselves  from 
the  cancellation  of  her  debt  to  us.  In  the 
absence  of  the  cancellation  of  that  debt  France 
must  look  for  other  means  of  achieving  the 
result  that  would  follow  cancellation.  In 
other  words,  if  the  debt  is  not  cancelled 
France  must  find  a  way  of  paying  it  without 
crippling  herself  in  the  process.  Conscious- 
ness of  this  necessity  compels  France  to  look 
to  Germany  for  reparations.  Germany  must 
bear  the  burden  of  putting  France  in  the 
position  of  not  being  in  debt  to  us.  But  if  we 
cancel  the  debt  of  France,  then  France  will  no 
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longer  be  compelled  to  depend  on  reparations. 
If  the  debt  be  cancelled  the  attitude  of  France 
towards  German  reparations  will  be  dictated 
by  the  same  interests  as  those  which  dictate 
our  own  attitude.  We  shall  no  longer  ap- 
proach the  question  of  reparations  from 
different  standpoints.  This  fact  is  most 
vitally  important,  because  it  will  enable  us 
to  invite  the  support  of  France  for  our  own 
policy  in  regard  to  reparations  in  return  for 
our  action  in  cancelling  her  debt  to  us. 
Where  there  is  no  conflict  of  interest  on  this 
big  issue  there  will  be  every  inclination  to 
agree  in  the  discussion  as  to  how  Germany 
shall  be  treated.  But  if  we  let  France  off 
her  debt  to  us,  and  in  return  France  remits 
her  claim  to  reparations  from  Germany,  it  will 
come  to  the  same  thing  as  if  we  in  the  first 
place  had  made  the  gift  direct  to  Germany. 
Nothing  is  further  from  my  mind.  Nothing 
would  be  more  distasteful  to  the  great  mass 
of  public  opinion  to  which  in  matters  of  this 
kind  we  must  defer.  We  must  therefore 
pursue  our  inquiry  without  worrying  for  the 
time  being  about  the  position  of  France.  It 
is  sufficient  to  assume  that  if  we  relieve  France 
of  her  debt  to  us  we  shall  be  entitled  to  take 
over  France's  claim  on  Germany,  and  we 
shall  be  entitled  to  determine  ourselves  how 
Germany  shall  be  dealt  with  in  the  matter. 
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It  is  not  so  much  our  attitude  towards 
Germany  that  matters,  or  the  attitude  of 
France  towards  Germany.  What  matters  is 
the  effect  of  a  divergence  of  interests  in  these 
matters  on  our  relations  with  France.  It  is 
necessary  to  our  mutual  ties,  built  on  a 
foundation  of  common  sacrifice,  that  there 
should  not  be  a  divergence  of  opinion  between 
us.  Our  interests  are  the  same.  If  there  is 
a  conflict  of  opinion  there  must  be  something 
wrong.  I  want  to  know  what  is  wrong.  I 
want  to  know  what  is  wrong  because  I  want 
to  think  about  how  it  may  be  put  right.  It 
is  necessary,  then,  to  that  greatest  of  all 
things,  Anglo-French  understanding,  that  the 
cancellation  of  the  debt  of  France  to  us 
should  pave  the  way  for  community  of  in- 
terest, community  of  thought,  and  community 
of  action  in  regard  to  reparations. 

The  recent  request  of  Germany  for  a  post- 
ponement of  the  dates  on  which  her  next 
reparations  payments  fall  due  in  no  way  alters 
the  problem  we  are  discussing.  But  it  affects 
the  atmosphere.  It  tends  to  concentrate  our 
thoughts  on  Germany,  and  stimulates  our  re- 
sentment at  the  thought  of  Germany  escaping 
the  penalty  which  has  been  justly  imposed 
upon  her.  This  concentration  of  our  thoughts 
is  very  natural.  But  we  must  free  ourselves 
from  thoughts  about  Germany  if  we  would 
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see  justice  done  to  ourselves.  I  am  concerned 
with  reparations,  not  as  to  how  they  affect 
Germany  but  as  to  how  they  affect  us.  And, 
as  I  have  already  said,  I  see  no  way  of  making 
Germany  pay  excepting  at  the  cost  of  unem- 
ployment here.  It  is  an  unpleasant  dilemma 
to  be  in.  But  that  is  no  reason  for  not  facing 
it.  The  problem  will  brook  no  delay.  It 
must  be  dealt  with.  It  must  be  dealt  with 
because  unemployment  is  with  us  now  and 
there  is  no  real  rift  in  the  clouds,  even  though 
there  is  a  feeling  in  the  air  that  better  times 
are  coming.  They  will  come,  these  better 
times,  if  we  go  to  meet  them  and  remove  the 
obstacles  we  encounter  on  the  road.  Obstacles 
must  be  removed  wherever  we  find  them, 
whatever  may  be  their  nature.  I  do  not  say 
that  reparations  are  an  obstacle  to  our  recovery 
from  the  appalling  state  in  which  we  find  our- 
selves to-day,  but,  if  they  are,  then  reparations 
must  go,  or  they  must  be  diverted  into  a 
channel  in  which  they  will  help  and  not 
obstruct  the  solution  of  our  problems.  We 
cannot  afford  the  luxury  of  a  sacrifice  in  order 
to  force  Germany  to  expiate  her  crime.  If  a 
sacrifice  were  needed  to  this  end  we  would 
have  to  put  our  trust  in  a  higher  justice  and 
look  to  history  to  say  that  our  trust  was  not 
misplaced. 


CHAPTER  X 

REPARATIONS   EXPLAINED 

WELL,  let  us  now  examine  in  detail  this 
question  of  reparations.  What  are  reparations  ? 
That  is  the  first  thing  1  want  to  know.  It  is 
not  a  difficult  matter,  I  imagine,  to  satisfy  my 
curiosity.  The  money  that  we  spent  to  win 
the  war  represented  savings  which  we  parted 
with  in  exchange  for  guns  and  shells  and  boots 
and  uniforms  and  aeroplanes  and  tanks.  For 
all  practical  purposes  we  may  say  that  we  shot 
it  all  away.  It  has  gone.  It  has  gone  with 
much  else  besides.  Money,  of  all  the  things 
that  have  gone,  is  the  one  of  which  we  have 
claimed  repayment.  Germany  has  been  told 
that  she  must  pay  us  back  certain  sums  of 
money.  These  payments  are  called  reparations . 
The  amounts  of  these  payments  have  been 
fixed  in  accordance  with  what  the  Allies 
believe  Germany  to  be  able  to  pay.  That  has 
been  the  sole  consideration.  What  Germany 
can  pay.  No  thought  is  given,  or  has  at  any 
time  been  given,  to  the  question  of  whether 
these  payments  would  help  us,  or  the  reverse, 
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in  recovering  from  the  war.  And  yet  this 
latter  question  is  the  more  important  of  the 
two  for  us.  It  is  the  one  that  I  am  going  to 
examine  very  carefully. 

Germany  cannot  pay  us  in  gold,  because  she 
has  not  got  the  gold.  We  do  not,  conse- 
quently, need  to  waste  time  inquiring  what 
effects  gold  payments  would  have.  Germany 
must  pay  us  certain  sums  of  money.  To  be 
of  any  use  to  us  that  money  must  be  money 
that  we  can  spend,  money  that  gives  us 
purchasing  power.  Germany  has  not  got  that 
money.  So  she  must  get  it.  She  can  only 
get  it  by  giving  something  in  exchange  for  it. 
In  other  words,  Germany  must  buy  from  us 
the  money  wherewith  to  pay  us  reparations. 
There  is  only  one  way  of  buying  our  money. 
The  purchase  must  be  paid  for  in  goods  or  in 
services  or  in  both.  It  comes  to  this,  then, 
that  in  order  to  be  able  to  pay  us  reparations 
Germany  must  export  goods  and  services  to 
us.  In  the  ordinary  course  of  trade  if  we 
>ought  things  from  Germany  the  money  paid 
/to  Germany  for  those  things  would  be  used  to 
purchase  things  from  us.  But  that  is  not  what 
happens  in  the  case  of  reparations.  Germany 
delivers  the  goods  and  then  hands  over  the 
proceeds  of  the  sale  of  goods  to  us  as  reparations. 
Reparations  therefore  take  the  form  of  goods 
which  come  into  this  country  and  thereby 
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reduce  the  effective  demand  on  our  own  manu- 
facturers for  goods  of  the  same  description. 
This  is  only  another  way  of  saying  what  every- 
body knows,  what  you  and  I  and  everybody 
else  know  perfectly  well :  our  own  industries 
are  all  standing  still  and  the  industries 
Germany  are  all  in  full  swing  and  are  collaring 
every  market  in  the  world.  Germany  is,  in 
fact,  earning  the  money  wherewith  to  pay 
reparations ;  and  we  have  all  to  stand  aside  to 
watch  her  do  it.  That  is  not  all,  as  we  shall 
find  out  directly,  but  in  the  meantime  it  is  bad 
enough.  What  is  the  use  of  these  payments 
to  us  if  all  they  produce  is  unemployment  here, 
unemployment  which  means  that  the  power  to 
purchase  the  means  of  sustaining  life  does  not 
get  into  the  channels  of  distribution  ?  What 
is  the  use,  I  say,  of  these  payments  if  they 
produce  unemployment  and  help,  as  nothing 
else  could,  to  establish  the  products  of  German 
labour  in  every  market  in  the  world  ?  Make 
the  Germans  pay.  Oh  yes,  it  is  a  fine  idea. 
It  was  a  flash  of  statesmanship  at  the  last 
Election.  It  was  a  cry.  A  test  almost  of 
loyalty,  of  patriotism.  "  Squeeze  the  lemon 
until  the  pips  squeak."  A  strident  epigram. 
But  a  mug's  game.  We  can't  afford  it.  We 
can't  afford  to  maintain  a  high  standard  of 
living  amongst  our  unemployed  whilst  German 
labour  re-provisions  the  world  and  builds  up 
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new  reserves  of  capital.  It  is  the  man  who  is 
out  of  a  job  who  pays  the  reparations.  Often 
enough  the  man  out  of  a  job  is  an  ex-Service- 
man.  Even  now  he  is  ready  to  do  his  bit  to 
make  the  country  "fit  for  heroes  to  live  in." 
But  what  can  he  do  if  Germany  gives  us  in 
reparations  the  only  things  that  he  has  got  to 
give  in  exchange  for  the  purchasing  power 
which  he  needs  to  sustain  life,  and  which  he 
can  get  in  no  other  way  ?  We  don't  want 
German  goods  and  services  unless  the  money 
which  we  pay  for  them  is  used  for  purchasing 
other  goods  and  services  from  us ;  unless,  in 
fact,  the  German  goods  and  services  come 
here  as  part  of  the  process  of  the  exchange 
of  commodities  which  is  trade,  and  on  which 
the  distribution  of  purchasing  power,  and  the 
feeding  of  the  people,  depend  first,  last  and 
all  the  time.  Capital  invested  abroad,  whether 
as  an  ordinary  investment  of  an  individual,  of 
a  firm,  or  of  a  Bank,  or  whether  as  an  export 
credit,  produces  an  exchange  of  commodities, 
an  exchange  of  exports  for  imports.  But 
capital  imported  from  abroad,  in  goods  and 
services  which  are  exchanged  for  nothing, 
which  supply  the  needs  of  the  people  without 
supplying  the  means  of  purchasing  them, 
capital  of  this  description  is  no  use  to  us.  It 
stops  trade.  It  kills  industry.  It  produces 
unemployment.  It  breeds  disillusion.  It 
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undermines  confidence  and  brings  Government 
into  contempt.     We  cannot  afford  these  things. 
And  so  we  are  faced  with  three  alternatives. 
We  must  put  off  the  date  on  which  to  press 
Germany  for  reparation   payments,  we  must 
modify  our  claims  and  reduce  them  to  a  figure 
which  can  be  paid  without  detriment  to  our- 
selves, or  we  must  explore  the  possibility  of 
diverting    the    payments    into    more    useful 
channels.     It    sounds    paradoxical    that    the 
receipt  of  a  payment  can  impoverish  a  nation. 
But  it  is  true.     And  there  are  no  paradoxes  in 
the  operation  of  the  inexorable  economic  laws 
which  we  can  observe,  and  for  which  we  do  not 
need  to  refer  to  the  dusty  tomes  of  libraries  or 
to  the  platitudes  of  politicians.     "  In  the  sweat 
of  thy  face  shalt  thou  eat  bread  till  thou  return 
unto   the    ground."     Work     alone    produces 
purchasing  power.     There  is  no  other  way  of 
getting  it  if  you  have  not  got  it.     If  you  have 
got  it,  if  you  have  not  got  to  work  to  get  it, 
then  it  has  been  worked  for  previously  and  you 
are  spending  savings,  or  you  are  spending  the 
price  which  you  are  receiving  for  the  loan  of 
capital,  i.  e.  for  the  loan  of  savings.     If  you 
have  no  capital,  no   savings,  or   if  you   have 
capital  at  a  time  when,  or  in  a  place  where, 
there  is  no  demand  for  capital  because  there 
is  no  industry  requiring  capital,   then  your 
only  way  of  securing  the  power  to  purchase 
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what  is  necessary  to  sustain  life  is  by  exchang- 
ing your  labour  for  that  purchasing  power. 
That  is  to  say,  by  rendering  service  or  deliver- 
ing goods.  If  neither  goods  nor  services  are 
needed,  you  are  unemployed.  If  Germany  is 
providing  the  goods  and  services  which  are 
needed,  your  labour  will  not  be  required.  You 
will  be  unemployed.  You  will  step  aside. 
The  labour  that  will  be  sold  for  purchasing 
power  will  be  German  labour.  The  wages 
you  would  have  got  will  go  to  the  German 
workman.  They  will  come  back  here  in 
reparations — in  the  shape  of  the  goods  and 
the  services  which  are  the  products  of  the 
labour  for  which  the  purchasing  power  that 
might  have  been  yours  has  been  exchanged. 
Don't  forget  it,  you  who  are  unemployed, 
that  is  what  is  happening.  You  are  paying 
reparations.  That  must  stop.  It  must  stop 
because  you  can't  afford  to  go  on  paying. 
But  it  must  stop,  also,  because  Germany's 
industrial  activities  must  be  checked  for  other 
reasons,  into  which  we  must  now  inquire. 
When  we  have  inquired  into  them,  and 
when  we  have  exhausted  this  vast  question 
of  reparations,  and  have  ascertained  what 
steps  must  be  taken  to  set  in  motion  again 
the  flow  of  trade,  upon  which  our  ability  to 
pay  for  our  imported  food  depends,  then  we 
shall  have  to  face  the  question  which  suggests 
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itself  every  time  the  conclusion  is  reached  that 
purchasing  power  must  be  worked  for.  The 
question  is  simply  this.  Given  that  capital 
is  necessary,  given  that  we  have  proved  its 
necessity  to  industry,  given  that  we  have 
proved  the  necessity  for  work  as  the  equivalent 
of,  and  the  means  of  acquiring,  purchasing 
power,  why  is  it  that  the  distribution  of 
purchasing  power  is  so  unequal  ?  What  is  it 
that  determines  that  one  man  shall  be  rich 
and  his  neighbour  poor?  Are  the  processes 
of  distribution  of  wealth  right  ?  If  not,  where 
are  they  wrong  ?  I  intend  to  face  these  issues. 
But  for  the  moment  we  must  pursue  to  the 
end  the  question  of  reparations. 


CHAPTER   XI 

GERMAN    COMPETITION 

WE  all  know  that  German  competition  is 
ousting  us  from  every  market  in  the  world. 
Wherever  in  the  past  we  have  been  in  the 
habit  of  selling  our  goods  we  cannot  sell  them 
now.  German  prices  are  lower  than  ours. 
German  prices  are  so  much  lower  than  ours 
that  there  is  no  possibility,  or  even  a  hope  of 
a  possibility,  of  competing  with  them.  The 
goods  that  Germany  sells  at  these  low  prices 
are  the  goods  that  she  exchanges  for  the  money 
wherewith  to  pay  reparations.  If  Germany 
received  higher  prices  for  these  goods  she 
would  have  more  money  for  the  payment  of 
reparations.  Now  either  we  want  to  obtain 
reparations  from  Germany  or  we  do  not.  If 
we  do,  then  surely  we  must  inquire  into  the 
reason  why  German  prices  are  so  low  com- 
pared with  ours.  One  reason  we  have  already 
dealt  with.  We  have  already  proved  the 
necessity  for  getting  our  own  prices  down  so 
that  no  undue  proportion  of  any  man's  labour 
may  be  required  to  provide  him  with  the  pur- 
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chasing  power  necessary  to  him  to  enable  him 
to  purchase  any  one  thing.  But  however 
much  our  prices  may  be  reduced  by  increased 
efficiency  of  production,  the  fact  will  still 
remain  that  we  cannot  compete  with  German 
prices.  The  fact  of  the  matter  is  that  Ger- 
many is  giving  things  away.  She  is  capturing 
the  markets  of  the  world  by  selling  at  prices 
which  will  not  buy  the  equivalent  of  what  she 
sells.  I  wonder  if  it  is  clear  what  I  mean. 
Let  us  put  it  another  way.  Germany  could 
not  sell  a  pair  of  her  boots  for  a  pair  of  ours. 
Comparing  German  and  British  prices,  Ger- 
many would  require  to  exchange  several  pairs 
of  her  boots  for  one  pair  of  ours.  The  rate  of 
exchange  does  not,  in  such  a  case,  enter  into 
the  question  at  all,  but  price-levels  do.  The 
rate  of  exchange  enables  us  to  buy  the  Ger- 
man boots,  or  ink-pots,  or  toys  at  small  cost 
to  ourselves  because  we  can  buy  between 
three  and  four  German  marks  for  one  of  our 
pennies.  But  the  rate  of  exchange  does  not 
make  our  pair  of  boots  the  equivalent  of 
several  pairs  of  German  boots.  It  does  not 
make  an  English  ink-pot  the  equivalent  of 
five  German  ink-pots.  The  rate  of  exchange 
enables  the  exchange  of  goods  which  are  not 
equivalent  to  one  another  to  take  place.  But 
the  rate  of  exchange  does  not  affect  the  value 
of  the  goods  in  terms  of  the  labour  of  the  man 
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who  has  produced  them.  It  does  not  make 
the  labour  of  one  Englishman  the  equivalent 
of  the  labour  of  five  Germans.  All  that  the 
rate  of  exchange  does  in  these  transactions  is 
to  provide  the  machinery  which  gives  us  the 
product  of  German  labour  in  exchange  for  the 
product  of  a  smaller  amount  of  English  labour. 
Germany,  in  fact,  is  giving  things  away.  By 
giving  things  away  Germany  is  reducing  what 
she  has  to  sell.  And  by  reducing  what  she 
has  to  sell  Germany  is  reducing  the  amount 
of  money  she  can  buy  in  exchange  for  what 
she  sells.  In  other  words,  she  is  deliberately 
reducing  her  purchases  of  the  money  she 
needs  for  the  payment  of  reparations.  There 
is  no  way  of  avoiding  this  conclusion,  for  it 
has  already  been  seen  that  there  is  no  other 
way  for  Germany  to  pay  reparations  than  in 
goods  and  services  which  she  exchanges  for 
money.  If  German  prices  were  higher,  the 
German  goods  represented  by  those  prices 
would  be  more  nearly  the  equivalent  of  the 
British  goods  corresponding  to  the  prices  of 
the  German  goods.  It  is  the  price-levels 
which  are  wrong.  It  is  because  of  the  price- 
levels  that  Germany  is  giving  things  away. 
It  is  because  of  the  price-levels  that  Germany's 
payments  in  reparations  are  lower  than  they 
need  be.  And  it  is  because  of  the  price-levels 
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that  Germany  is  able  to  sell  in  every  market 
of  the  world,  and  to  reduce  our  industries 
to  idleness  whilst  she  is  capturing  markets 
and  flooding  them  with  her  cheap  goods  as 
the  only  means  of  paying  such  reparations 
as  she  does  pay.  With  the  progressive  infla- 
tion of  the  mark  one  would  expect  German 
prices  to  rise,  but  the  rise  in  prices  of  goods 
does  not  keep  pace  with  the  inflation  of  the 
tokens  which  are  supposed  to,  but  in  fact  do 
not,  represent  those  goods.  The  exchange 
value  of  the  goods  in  foreign  markets  is 
therefore  only  a  fraction  of  the  goods-  or 
barter-value  of  the  same  goods  in  the  same 
foreign  markets.  Perhaps  I  should  explain 
that  by  barter  I  mean  the  exchange  of  goods 
without  using  money-tokens  to  facilitate  the 
exchange.  It  is  the  intervention  of  the 
shilling  and  the  mark  which  upsets  barter 
just  now.  It  is  money  which  was  devised  as 
an  expedient  to  facilitate  the  exchange  of 
commodities  which  is  killing  trade  by  making 
the  exchange  of  commodities  impossible.  It 
is  the  collapse  of  the  Exchanges,  the  crash  of 
the  German  mark,  or,  as  I  prefer  to  call  it, 
the  breakdown  of  the  system  of  money-tokens, 
which  is  causing  Germany  to  give  away  the 
products  of  German  labour — a  process  in  the 
course  of  which,  as  we  shall  see,  Germany  is 
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bleeding  herself  white,  whilst  we  are  all  being 
dragged  with  her  to  the  verge  of  incalculable 
disaster.  At  first  sight  this  seems  an  extra- 
ordinary statement.  On  the  face  of  it,  it 
cannot  be  true.  Why  should  Germany  volun- 
tarily bleed  herself  white  ?  Is  it  voluntary  ? 
Am  I  not  being  hoodwinked  into  a  belief  in 
German  insolvency?  Am  I  not  being  hood- 
winked by  German  duplicity  ?  By  the  big 
German  industrialists  ?  Perhaps  I  am.  But  I 
don't  think  so.  I  am  not  being  hoodwinked 
over  unemployment  here.  And  unemployment 
is  the  logical  consequence  of  the  facts  we  can 
all  observe  and  which  we  have  marshalled 
before  us  to  enable  us  to  draw  our  deductions 
and  understand  both  what  is  going  on  and 
where  to  seek  a  remedy  for  the  evils  from 
which  we  are  suffering.  I  would,  I  think,  get 
over  being  hoodwinked  by  Germany  with  regard 
to  her  ability  to  pay  reparations  if,  as  a  logical 
consequence  of  the  process,  I  could  find  a 
means  of  restoring  prosperity  in  England.  I 
have  said  it  before,  and  I  say  it  again,  that 
we  do  not  want  German  reparations  the  price 
of  which  is  unemployment  here.  We  must 
get  used  to  the  idea  that  our  unemployed 
cannot  afford  the  luxury  of  starving  in  order 
that  we  may  mete  out  justice  to  Germany. 
I  would  rather  buy  food  for  my  child  than 
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spend  the  money  in  punishing  a  beaten  foe. 
That  is  the  issue  to-day.  It  is  our  issue — 
yours  and  mine.  No,  I  do  not  think  that 
I  am  being  hoodwinked.  What  can  it  matter 
to  Germany  whether  she  sells  her  goods  at 
this  price  or  at  that  if  the  purchase  price  in 
any  case  goes  to  pay  reparations  ?  It  is  the 
reparations  which  Germany  is  giving  away. 
Our  reparations.  Our  money.  Have  you 
thought  about  that  ?  Has  it  been  thought 
about  in  France  ?  Or  here  ?  Germany  is 
giving  away  our  reparations,  and  is  utilising 
her  ability  to  do  so  to  capture  all  the  markets 
of  the  world.  There  is  no  hoodwinking  about 
it.  It  is  as  clear  as  daylight.  And  the 
remedy  is  just  as  simple.  We  must  give 
Germany  a  receipt.  We  must  give  Germany 
a  receipt  for  what  she  gives  away.  We  must 
say  to  her  that  we  will  accept  as  reparations 
the  reparations  which  she  gives  away.  Before 
we  accept  this  proposition  we  must  find  out 
two  things.  We  must  find  out  first  of  all 
whether  it  is  practicable — whether  we  can 
really  ascertain  with  any  degree  of  accuracy 
what  Germany  has  already  given  away  and 
is  continuing  to  give  away  every  day  that 
passes ;  and  secondly  we  must  find  out 
whether  there  are  any  unsuspected  logical 
consequences  which  would  have  to  be  faced  by 
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the  adoption  of  this  proposition,  which  would 
wreck  the  idea  if  they  were  not  faced,  but 
which  would  in  themselves  be  impossible  to 
give  effect  to.  Broadly  speaking,  1  think  it 
should  be  possible  to  say  that  since  we  have 
a  knowledge  of  the  value  of  German  exports 
over  any  given  period,  it  is  possible  to  estimate 
the  ratio  which  the  value  of  those  exports, 
reduced  to  some  common  denominator,  bears 
to  the  exchange  value  of  those  exports  in 
England  reduced  to  the  same  common  deno- 
minator. If  it  were  found,  roughly  speak- 
ing, that  Germany  had  exported  two  pre-war 
ink-pots  in  exchange  for  the  equivalent  in 
pre-war  money-tokens  of  one  pre-war  English 
ink-pot,  we  would  say  that  Germany  had  paid 
in  reparations  the  pre-war  value  of  one  pre- 
war ink-pot.  We  would  then  express  that 
value  in  terms  of  present-day  English  money- 
tokens  and  credit  Germany's  reparations  ac- 
count with  England  by  that  amount.  That 
is  to  say,  the  total  amount  of  reparations  due 
to  England  would  be  reduced  by  the  amount 
corresponding  to  the  goods  given  away  by 
Germany.  This  is  just  a  simple  illustration 
of  the  process  as  it  would  be  applied  all  round. 
I  think  the  application  would  show  that  Ger- 
many has  already  paid  very  considerable  sums. 
If  that  is  so,  and  if  we  accept  the  principle  of 
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giving  Germany  credit  for  these  payments,  the 
result  must  show  itself  in  a  rise  in  the  exchange 
value  of  the  German  mark.  The  value  of 
German  money-tokens  expressed  in  terms  of 
the  money-tokens  of  other  countries  must 
increase  in  response  to  an  increase  in  German 
credit.  If  the  value  of  the  mark  increases, 
Germany's  purchasing  power  abroad  will  in- 
crease. And  if  Germany's  power  to  purchase 
abroad  increases,  that  means  that  there  is 
an  increase  in  the  effective  demand  for  the 
goods  of  other  countries.  In  other  words,  an 
increase  in  the  exchange-value  of  the  mark 
will  help  to  relieve  unemployment  here.  So 
once  again  we  arrive  at  the  conclusion  that 
a  trade  revival  in  England  depends,  at  any 
rate  to  the  extent  stated,  on  a  reduction  of 
Germany's  indebtedness  to  us.  It  is  therefore 
preferable  that  we  should  compute  the  sum 
badly  which  should  be  credited  to  Germany's 
reparations  account  in  respect  of  what  Ger- 
many has  given  away,  and  is  giving  away, 
rather  than  that  we  should  decide  that  as  it 
cannot  be  computed  accurately  it  had  better 
not  be  computed  at  all.  It  is,  indeed,  even 
preferable  that  the  sum  should  be  over-esti- 
mated rather  than  that  it  should  be  under- 
estimated. There  are  reasons  why  in  this 
matter  England  should  lead  the  way  and 
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reduce  her  claim  to  reparations  by  the  total 
value  of  what  Germany  may  be  estimated  to 
have  given  away,  not  only  to  us,  but  also  to 
our  European  Allies,  particularly  to  France 
and  Belgium  and  Italy.  But  these  reasons 
are  bound  up  with  the  second  inquiry  which 
we  still  have  to  pursue — I  mean  the  inquiry 
as  to  whether  any  unsuspected  logical  con- 
sequences would  have  to  be  faced  if  the 
proposition  were  accepted  of  reducing  the 
total  of  German  reparations  by  the  estimated 
value  of  Germany's  unpaid-for  exports. 

I  can  imagine  a  Frenchman,  or  a  Belgian,  or 
an  Italian  reading  these  lines  and  saying :  "  It 
is  not  the  Germans  only  who  have  been  giving 
things  away.  What  about  France  ?  What 
about  Belgium  ?  What  about  Italy  ? "  If  a 
Frenchman  asks  such  a  question  we  must  give 
him  an  answer.  Or  a  Belgian.  Or  an  Italian. 
Well,  what  about  it  ?  What  about  France  ? 
What  about  Belgium  ?  What  about  Italy  ? 
What  applies  to  one  applies  to  the  others. 
Let  us  examine  the  case  of  France.  What 
has  France  been  paying  for  what  she  has 
bought  from  us  ?  And  what  have  we  paid  for 
what  we  have  bought  in  France  ?  The  franc 
still  stands  at  over  50  to  our  pound  instead  of 
at  25.  In  April  1920  it  stood  at  63.  When 
it  stood  at  63,  and  generally  speaking  at  that 
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time,  an  Englishman  saved  money  when  he 
went  to  France.  The  cost  of  living  was  less 
to  him  than  to  a  Frenchman,  because  his 
money  cost  him  less.  He  bought  his  French 
money  with  English  money,  whereas  the 
Frenchman  had  to  give  the  French  equivalent 
of  goods  and  services  for  it.  The  purchasing 
power  of  the  French  franc  in  England  was  also 
necessarily  very  depreciated.  The  Frenchman 
buying  our  money  had  to  pay  2j  francs  where 
formerly  he  only  paid  one.  And  now  still  he 
has  to  pay  over  two.  The  difference  between 
then  and  now  is  that  prices  have  been  con- 
tinuously rising  in  France,  and  nowadays  the 
purchasing  power  of  an  English  pound  in 
France  is  not  much  greater,  if  indeed  it  is 
greater  at  all,  than  it  is  in  England.  Paris  is 
no  cheaper  to  an  Englishman  than  to  a  French- 
man. In  the  small  towns  it  may  be  different. 
It  probably  is.  But  the  great  outstanding  fact 
remains  that  France's  purchasing  power  in 
England  is  just  about  halved,  arid  since  the 
Armistice  she  has  bought  coal  in  England  at 
prices  of  which  it  is  enough  to  say  that  she 
could  not  afford  to  pay  them.  It  has  nothing 
to  do  with  this  inquiry  to  go  into  the  price  in 
our  money  at  which  coal  was  sold  to  France. 
What  matters  is  that  because  of  the  rate  of 
exchange  France  paid  more  than  twice  that 
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price  in  her  money.  What  matters  still  more 
is  that  France  would  not  have  paid  this  high 
price  in  her  money  but  for  her  debt  to  us, 
which  cripples  her  credit  in  England  and 
depreciates  her  exchange.  And  what  matters 
most  of  all  is  that  we  in  England  are  watching 
the  accumulation  of  this  crushing  burden  day 
by  day,  week  by  week,  month  by  month,  aye, 
and  one  may  begin  to  say  year  by  year,  with- 
out there  being  as  yet  more  than  a  sign  in  the 
sky  that  self-interest  alone  is  beginning  to 
make  us  realise  that  we  must  find  a  remedy 
and  end  it  all.  I  said  a  little  while  ago  that 
there  are  reasons  why  England  should  lead  the 
way  and  reduce  her  claims  to  reparations  by 
the  total  amount  of  what  Germany  has  given 
away  to  our  European  Allies,  and  not  only  by 
what  she  has  given  away  to  us.  It  seems  to 
me  that  in  this  way  we  can  achieve  a  very 
definite  result  without  facing  the  enormous 
problem  of  ascertaining,  or  attempting  to 
ascertain,  what  losses  the  different  countries 
of  Europe  would  have  been  spared  if  their 
exchanges  had  not  been  influenced  by  their 
external  war-debts.  The  calculation  would  be 
an  impossible  one.  Impossible  from  every 
point  of  view.  We  have  only  got  to  imagine 
the  machinery  that  would  be  required,  the 
officials,  the  clerical  staffs,  the  buildings,  the 
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cost,  and  then  the  materials  available  for 
arriving  at  even  an  intelligent  approximation 
to  a  satisfactory  result.  It  could  not  be  done. 
But  we  can  lead  the  way  in  the  matter  of 
German  reparations,  and  say  to  France  and  to 
the  other  countries  which  owe  us  money  that 
we  will  abandon  to  them  a  proportion  of  our 
share  in  our  joint  claim  on  Germany  for 
reparations.  What  would  happen  would  be 
this.  We  would  reduce  by  a  certain  amount 
the  total  sum  which  is  to  be  exacted  from 
Germany.  We  would  reduce  our  demand  on 
Germany  by  that  amount.  We  would  say  to 
France  and  our  other  Allies :  "  We  have 
received  this  sum  or  something  approximating 
to  it.  We  have  given  Germany  a  receipt  for 
it.  The  total  amount  which  Germany  still 
has  to  pay  is  reduced  by  that  amount.  Our 
share  in  what  has  still  to  come  from  Germany 
is  reduced  by  that  amount.  You,  in  fact, 
stand  exactly  where  you  did  as  regards  your 
claim  on  Germany,  but  the  credit  we  have 
given  Germany  will  increase  her  power  to 
purchase  abroad,  and  will  appreciate  the  value 
of  the  mark.  That  will  mean  that  there  will 
be  an  increased  effective  demand  in  Germany 
for  the  goods  of  other  countries.  And  that 
will  help  trade.  Such  a  transaction  would 
only  be  a  paper  transaction,  but  it  would  mean 
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a  great  deal  to  France.  It  is  a  cumbersome 
problem  to  face.  I  do  not  like  it  at  all.  I  am 
not  satisfied  as  to  the  best  means  of  translating 
the  idea  into  practice.  But  I  am  sure  of  one 
thing.  We  and  other  countries  whose  money- 
tokens  stand  high  in  value  on  the  exchange 
are  getting  things  for  notlung  all  the  time. 
We  are  robbing  the  poor.  We  are  increasing 
their  inability  to  pay  us  what  they  owe  us, 
Allies  and  late  foes  alike  ;  we  are  sapping  their 
strength,  undermining  the  structure  of  society 
which  would  bring  us  tumbling  down  in  the 
crash  if  it  fell  to  pieces.  In  the  case  of 
Germany  one  would  not  mind  if  it  could  be 
said  that  we  are  getting  our  own  back.  We 
are  not.  As  we  have  seen,  the  price  of  getting 
our  own  back  in  this  way  is  unemployment 
and  hunger  and  want.  Somehow  it  must  be 
stopped.  We  must  get  our  own  back  in  some 
other  way.  In  the  case  of  France  and  our 
Allies,  the  responsibility  is  a  far  more  serious 
one.  We  are  not  only  concerned  with  how 
the  facts  affect  us,  we  are  concerned  with  how 
they  affect  them.  Any  adjustment  can  only 
be  a  makeshift,  an  approximation,  and  a 
clumsy  one  at  that :  one  that  must  give  rise 
to  discussion,  maybe  to  controversy  and  bitter- 
ness. But  the  fact  must  be  faced  that  we  are 
accumulating  a  debt  to  France  which  we  have 
not  yet  acknowledged,  and  in  respect  of  which 
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France  has  advanced  no  claim.  Not  only  does 
France  advance  no  claim,  she  sees  her  debt  to 
us  increase  by  what  we  are  taking  from  her, 
and  slowly  and  surely  the  gulf  widens  which 
divides  her  interests  from  ours  on  all  questions 
on  which  our  community  of  spirit  would  go 
hand  in  hand  with  a  community  of  interest  if 
the  gulf  were  closed  by  the  cancellation  of 
debts. 

I  am  so  sure — and  you  must  be  by  now  if 
you  have  not  long  since  abandoned  the  read- 
ing of  these  pages — that  the  greatest  of  all 
things  needed  in  Europe  to-day  is  debt  cancel- 
lation, that  I  pursue  the  subject  every  time  it 
introduces  itself,  as  it  logically  and  inevitably 
must  into  the  discussion  of  every  subject 
affecting  the  economic  recovery  of  Europe. 
But  I  must  return  to  reparations.  We  have 
not  yet  finished  with  reparations.  We  must 
not  abandon  the  idea  of  German  reparations. 
We  must  refuse  to  allow  them  to  produce 
unemployment  in  our  midst.  We  must  refuse 
to  allow  them  to  be  given  away  as  means  of 
opening  the  markets  of  the  world  to  Germany 
at  our  expense.  We  must  admit  that  in  the 
world  to-day  we  can  see  no  way  of  accepting 
payments  from  Germany  which  we  do  not  in 
effect  pay  ourselves.  But,  nevertheless,  we 
must  not  on  that  account  abandon  our  moral 
claim  unless  we  are  sure  that  at  no  future  time 
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will  there  be  a  way  of  receiving  from  Germany 
payments  which  will  increase  our  prosperity 
instead  of  destroying  it  as  they  do  now,  unless 
we  are  sure  that  there  is  not  now  an  alterna- 
tive way  of  securing  the  ends  we  have  in  view, 
which  we  can  substitute  for  reparations  in  their 
present  form. 


CHAPTER  XII 

A   MORATORIUM 

A  MORATORIUM  has  been  suggested  in  many 
quarters.  That  is  to  say  that  it  has  been  pro- 
posed to  postpone  the  payment  of  reparations. 
It  has  been  proposed  to  say  that  from  now 
onwards,  and  for  a  certain  definite  period, 
Germany  shall  pay  no  reparations.  It  is 
thought  in  this  way  to  overcome  the  difficul- 
ties of  the  present  position  in  which,  as  we 
have  seen,  reparations  are  paid  in  money  which 
would  otherwise  be  paid  in  wages  to  our  own 
unemployed.  It  is  thought  that  if  Germany 
is  given  time  in  which  to  recover  she  will  be 
better  able  to  pay  later  on.  It  is  thought  that 
by  agreeing  to  wait  we  shall  improve  our 
chances  of  being  paid  at  all.  Let  us  look  into 
these  questions  for  ourselves  and  see  what 
really  would  happen.  To  begin  with,  let  us 
try  to  focus  our  minds  on  the  state  of  affairs 
at  the  end  of  the  moratorium.  Suppose  that 
we  have  a  moratorium.  What  will  be  the 
position  at  the  end  of  it  ?  What  reasons  are 
there  for  thinking  that  German  payments  will 
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not  have  evil  effects  on  employment  here  then, 
if,  as  we  have  proved  to  be  the  case,  they  do 
have  evil  effects  now  ?     If  in  the  markets  of 
the  world  there  is  a  greater  effective  demand 
for  goods  and  services  than  there  is  now,  it  is 
possible  that  in  order  to  satisfy  that  effective 
demand  the  product  of  all  available  labour  will 
be  required.     It  is  possible  that  Germany  will 
be  able  to  purchase  the  money  wherewith  to 
pay  reparations  without  taking  the  bread  out 
of  the  mouths  of  our  own  workers.     But  we 
have  already  seen  what  is  necessary  in  order 
that  that  may  be  possible.      We  have  seen 
what  is  meant  by  an  effective  demand.     We 
have  seen  what  stands  in  the  way  of  the  pre- 
sent ineffective  demand  for  goods  and  services 
in  nearly  every  quarter  of  the  globe  becoming 
an  effective  demand.      Money  stands  in  the 
way.     Or   rather  the  money  system.     Credit 
cannot  be  restored  whilst  debts  remain.     And 
existing  debts  determine  the  relative  value  of 
the  same  goods  and  the  same  services  accord- 
ing to  the  geographical  position  of  the  place  in 
which  they  are  made  or  rendered.     If  a  mora- 
torium is  granted  to  Germany  the  money  she 
now  spends  in  reparations  will  remain  in  Ger- 
many and  will  counteract  the  need  for  further 
inflation  of  her   currency.      The  purchasing 
power  of  her  money  will  increase.     Her  goods 
will  cost  less  in  Germany.     They  will  purchase 
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more  abroad.  Germany  will  not  give  away  the 
product  of  her  labour,  because  what  she  would 
be  giving  away  would  be  her  own,  and  not 
reparations.  Her  interest  in  capturing  markets 
at  any  price  would  be  gone,  because  if  there  is 
an  effective  demand  for  the  product  of  every 
man's  labour,  her  ability  to  revive  her  indus- 
tries will  not  depend  on  the  means  she  adopts 
to  lower  the  prices  of  her  goods  below  their 
exchange  value  measured  in  terms  of  the  goods 
of  other  countries.  All  this  is  to  the  good. 
But  is  it  practicable  ?  Can  German  credit 
improve,  and  the  purchasing  power  abroad  of 
German  money  increase,  if  the  great  liability 
of  reparations  hangs  over  Germany's  head 
ready  to  swoop  down  and  carry  off  the  pros- 
perity which  the  moratorium  will  have  allowed 
to  grow  up  ?  It  must  be  feared  that  the  human 
element  will  intervene,  and  that  a  means  will 
be  sought  and  found  of  using  the  moratorium 
to  other  ends.  German  credit  balances  in  our 
banks  representing  payment  of  goods  delivered 
by  Germany  cannot  even  now  be  touched  by 
us.  We  cannot  oblige  Germany  to  use  them 
for  the  purpose  of  reparations.  The  result  is 
that  German  savings  are  invested  abroad,  and 
whilst  Germany  is  in  a  position  to  default  on 
reparations,  there  are  many  industrial  under- 
takings which  have  placed  their  savings  in 
safety  in  this  and  in  other  European  countries. 
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I  have  no  means  of  knowing  to  what  extent 
this  practice  is  being  indulged  in.  Many  people 
think  that  in  this  way  Germany  is  building 
up  untold  wealth  abroad  which  will  only  be 
brought  home  to  Germany  after  she  has  de- 
faulted on  reparations  and  her  affairs  have  been 
reconstructed  on  a  basis  which  assumes  that 
that  wealth  does  not  exist.  If  this  policy 
is  being  pursued  it  is  indeed  a  curious  one.  It 
is  not  one  which  we  could  under  any  circum- 
stances allow  to  succeed.  It  is  obvious  that 
the  German  Government  could  not  allow  it  to 
succeed,  and  that  the  remedy  of  the  German 
Government  would  be  taxation.  It  is  difficult 
to  imagine  that  in  the  present  throes  of  Ger- 
many's internal  social  conditions  a  policy  of 
deliberately  keeping  wealth-producing  wealth 
out  of  the  country  could  possibly  prove  in  any 
way  beneficial.  If  goods  are  pouring  out  of 
Germany  at  prices  which  mean  that  Germany 
is  giving  things  away,  and  if  even  those  low 
prices  do  not  come  back  to  Germany,  it  is 
obvious  that  internally  Germany  is  getting 
poorer,  that  there  must  be  inflation,  that  the 
purchasing  power  of  the  mark  must  fall,  that 
the  exchange  value  of  the  mark  must  depreci- 
ate, and  that  sooner  or  later  Germany  must  go 
bankrupt.  If  when  that  time  comes  there  are 
hidden  credit  balances  in  our  banks,  what  will 
their  value  be  ?  What  will  be  the  purchasing 
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power  of  our  own  money  if  Germany  is  bank- 
rupt ?  All  hope  of  reparations  will  be  gone. 
France  will  have  lost  her  only  hope  of  ever 
being  able  to  pay  her  debt  to  us.  Only  our 
cancellation  of  that  debt  will  save  her  from 
bankruptcy.  But  suppose  we  assume  the 
logical  course  of  events  to  lead  on  to  its  ulti- 
mate issue  the  policy  which  is  at  present  being 
pursued.  That  means  that  we  shall  not  remit 
the  debt  of  France  to  us.  That  means  that  if 
Germany  fails  the  French  franc  will  have  no 
purchasing  power  at  all  in  England.  And  all 
the  other  exchanges  will  further  collapse  and 
render  still  more  complete  than  it  is  at  present 
the  destruction  of  the  means  of  exchange  of 
commodities,  the  destruction,  that  is  to  say,  of 
trade.  In  other  words,  if  Germany  fails  there 
will  be  yet  more  unemployment  here.  There 
must  be.  Our  exports  will  stand  still.  When 
our  exports  stand  still,  so  will  our  imports. 
Logically  there  is  no  alternative.  If  our 
imports  stand  still  we  starve.  There  is  no 
alternative.  If  our  export  trade  stands  still 
there  must  inevitably  come  a  time  when  our 
credit  will  dry  up,  when  no  one  will  continue 
to  send  us  food  which  we  cannot  pay  for,  and 
which  we  do  not  look  like  being  able  to  pay 
for  within  any  measurable  period  of  time. 

If  there  is  no  moratorium  this  is  the  process 
by  which    a    possible    collapse   of    Germany 
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would  be  accelerated  by  investing  abroad  the 
sums  realised  on  her  exports.  If  there  is  a 
moratorium  I  see  no  reason  why  the  abandon- 
ment of  the  policy  should  make  a  difference. 
For  the  abandonment  need  only  be  temporary. 
Foreign  investments  would  again  accumulate 
abroad  as  soon  as  the  deferred  reparations 
payments  became  due,  unless  the  moratorium 
were  only  granted  on  conditions  which  for- 
bade the  accumulation  of  wealth  abroad  which 
could  not  be  made  available  for  reparations. 
Here  again  should  we  require  the  co-operation 
of  the  German  Government.  Without  the 
goodwill  of  Germany,  not  only  to  meet  but 
in  the  first  place  to  recognise  her  obligations, 
there  is  little  hope  of  helping  to  restore  peace 
in  the  world  by  means  of  legislation  attempt- 
ing to  determine  the  performance  of  certain 
acts,  at  a  certain  relatively  remote  time,  under 
conditions  which  cannot  be  foreseen. 

The  conditions  cannot  be  foreseen.  Not 
all  of  them.  We  may  assume  that  if  Ger- 
many is  given  time  in  which  to  recover  she 
will  more  rapidly  be  in  a  position  to  make 
large  payments.  On  this  assumption,  and  on 
the  assumption  that  we  want  Germany  to  be 
able  as  rapidly  as  possible  to  make  large  pay- 
ments in  reparations — on  these  two  assump- 
tions a  moratorium  would  be  helpful.  It  would 
help  us  to  achieve  the  end  in  view.  But  is 
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the  end  in  view  a  wise  one  ?  We  know  that 
at  present  we  do  not  want  any  payments  at 
all  from  Germany.  We  know  that  these 
payments  can  only  be  paid  in  goods  and 
services.  We  know  that  these  goods  and 
services  are  the  product  of  German  labour. 
We  know  that  British  labour  is  unemployed 
because  there  is  no  effective  demand  for 
British  goods  and  services  in  addition  to  those 
German  goods  and  services  which,  on  account 
of  the  restricted  effective  demand,  and  because 
of  the  inducement  to  Germany  to  give  things 
away,  are  flooding  the  markets  of  the  world. 
That  is  the  position  now.  We  do  not  want 
payments  now  because  they  cause  unemploy- 
ment. If  they  do  not  cause  unemployment 
later  on  it  will  be  because  the  world's  demand 
for  goods  will  have  become  effective.  The 
receipt  of  payments  from  Germany  without 
an  equivalent  export  of  goods  would,  under 
those  conditions,  since  these  payments  can 
only  be  made  in  goods  and  services,  increase 
the  goods  available  without  increasing  the 
money  available  wherewith  to  buy  them.  This 
means  that  prices  would  fall.  And  when 
prices  are  driven  down  by  a  glut  of  goods  the 
inevitable  result  is  that  costs  of  production 
must  be  reduced  to  meet  competition ;  and, 
as  everyone  knows,  that  means  that  wages 
will  be  reduced.  So  it  comes  to  the  same 
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thing  in  the  end.  Reparations  cause  unem- 
ployment when  employment  is  scarce.  They 
reduce  the  rewards  of  labour  when  employ- 
ment is  plentiful. 

It  will,  of  course,  be  argued  that,  provided 
the  cost  of  things  is  reduced,  it  does  not 
matter  if  you  have  less  money  wherewith  to 
buy  them.  That  is  perfectly  true.  That 
argument  is  at  the  bottom  of  our  present 
process  of  reducing  price  levels  in  this  country. 
By  reducing  our  costs  of  production,  by  re- 
ducing wages  to  that  end,  we  are  reducing 
prices  and  increasing  the  purchasing  power  of 
our  money.  As  part  of  the  normal  operation 
of  the  laws  of  supply  and  demand,  the  process 
is  beneficial.  It  is  beneficial  to  the  wage- 
earner.  But  when  supply  exceeds  demand, 
and  competition  ousts  the  surplus  production 
from  the  market,  it  is  unreasonable  that  in 
certain  industries  wages  should  be  driven 
down,  by  that  competition,  to  levels  at  which 
a  standard  of  living  cannot  be  maintained 
which  is  commensurate  with  the  standard  the 
country  as  a  whole  could  maintain  if  the 
payments  were  not  made  by  Germany  which 
cause  the  competition.  Such  competition  can 
only  be  described  as  artificial.  The  demand 
for  the  goods  which  cause  it  is  artificial.  It 
would  not  be  there  but  for  our  demand  for 
reparations.  We  can  do  without  this  com- 
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petition.  We  are  better  without  it.  I  see 
no  way  now,  or  at  any  time,  of  making  Ger- 
many pay  us  reparations  which  we  shall  not 
pay  ourselves.  I  come  to  the  conclusion 
reluctantly.  But  I  see  no  way  out  of  it. 
We  have  arrived  at  the  same  conclusion 
whichever  way  we  have  approached  the  ques- 
tion. Again  and  again  have  I  tried  to  find 
an  argument  that  might  lead  to  a  different 
conclusion.  Every  time  I  have  failed.  And 
now  I  am  forced  to  reject  the  idea  of  a  mora- 
torium. It  offers  no  solution.  We  should 
pay. 

France  and  a  Moratorium 

There  is  one  aspect  of  the  proposal  of  a 
moratorium  which  has  not  yet  been  examined. 
How  would  it  affect  France  ?  How  would 
France  stand,  and  our  other  Allies,  if  it  were 
decided  that  until  after  a  given  period  of  time 
Germany  should  pay  no  reparations  ?  France's 
expectations  would  be  deferred.  We  have 
already  seen  that  if  Germany  goes  bankrupt 
France  may  go  bankrupt  too,  unless  we  remit 
her  debt  to  us.  It  follows  that  if  Germany 
remains  solvent,  and  we  abandon  the  idea  of 
obtaining  reparations,  France  will  not  be  able 
to  pay  her  debt  to  us,  and  may  go  bankrupt 
if  we  do  not  cancel  that  debt.  The  same 
applies  to  our  other  Allies.  For  reasons  quite 
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unconnected  with  reparations,  I  think  I  may 
say  that  we  are  already  perfectly  satisfied  that 
self-interest  dictates  the  cancellation  of  the 
debt  of  France  to  us,  and  that  if  self-interest 
did  not  dictate  that  step  there  are  compelling 
moral  grounds,  which  we  should  welcome,  for 
taking  it.  Everywhere  that  debt  stands  in 
the  way  of  the  world's  recovery.  Nothing 
can  take  its  course.  Logical  issues  cannot  be 
faced.  Why  not  ?  Because  one  thing  which 
we  threw  into  the  common  pool  to  win  the 
war  was  recorded.  Because,  of  all  things,  we 
remembered  the  money  which  we  lent  to 
France.  Because  France  is  expected  to  pay 
back  that  debt.  The  question  of  reparations 
could  not  be  considered  without  reference  to 
that  debt.  And  now  it  crops  up  again  in 
connexion  with  the  proposed  moratorium. 
Suppose  once  again  the  moratorium  to  be 
in  force.  Will  it  help  the  French  exchange  ? 
How  can  it  help  the  French  exchange  ?  Per- 
haps the  increase  in  the  purchasing  power  of 
the  German  mark  will  re-start  the  flow  of 
goods,  will  increase  effective  demand  every- 
where. Perhaps  France  will  share  in  the 
trade  which  will  result.  If  so,  her  credit  will 
improve.  The  purchasing  power  of  the  franc 
will  increase.  The  exchange  value  of  the  franc 
will  rise.  What  then  ?  The  debt  of  France 
to  us  will  be  increased.  She  will  owe  us 
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fewer  francs,  but  they  will  be  of  greater 
value ;  and  she  will  be  paying  us  the  same 
number  of  pounds,  but  they  too  will  be  of 
greater  value.  We  cannot  afford  to  help 
Germany  to  recover,  even  as  a  means  of  help- 
ing ourselves,  unless  we  help  France  at  the 
same  time.  There  is  only  one  way  of  helping 
France.  We  must  cancel  the  debt  which 
France  owes  us. 

If  the  French  debt  to  England  were  can- 
celled, and  the  Belgian  debt,  and  the  Italian 
debt,  and  all  the  other  debts  of  our  Allies  in 
the  war,  the  greatest  obstacle  to  the  settle- 
ment of  the  question  of  reparations  would 
be  removed.  It  is  a  pity  that  even  at  this 
moment  reparations  are  being  discussed  and 
debt  cancellation  is  not  being  discussed  by 
the  Prime  M  misters  of  France  and  of  Eng- 
land. There  is  only  one  thing  for  the  Prime 
Ministers  of  France  and  of  England  to  discuss 
just  now.  That  one  thing  is  the  cancellation 
of  the  debt  of  France  to  England.  If  that 
debt  were  cancelled,  and  with  it  those  of  our 
other  Allies,  we  could  discuss  reparations 
quite  differently.  The  solvency  of  France 
would  no  longer  depend  on  her  expectations 
from  Germany.  It  would  no  longer  be  a 
matter  of  life  and  death  to  her  to  find  a  way 
of  extracting  payments  from  Germany  which 
would  not  detrimentally  affect  her  own  people. 
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Community  of  interest  in  the  matter  of  repar- 
ations would  be  established,  and  we  would 
be  able  to  put  our  heads  together  to  find  a 
way  of  making  peace  secure  in  Europe  by 
other  means  than  the  appropriation  of  the 
product  of  German  labour  at  the  expense  to 
us  of  every  market  in  the  world.  What  do 
I  mean  by  this  ?  I  mean  that  we  must  seek 
means  of  compelling  Germany  to  put  her 
house  in  order.  We  must  say  to  her  that 
if  we  modify  our  reparations  claims  she  must 
submit  to  control  in  the  matter  of  her  finances. 
We  must  be  able  to  say  to  her  that  if  we  let 
her  off  reparations  payments  which  are  in- 
jurious to  us  she  must  take  off  tariffs  which 
may  in  our  view  be  injurious  to  us.  We 
must  also  control  the  use  of  her  printing 
presses.  The  inflation  of  the  mark  is  disas- 
trous in  its  effects  both  inside  of  Germany 
and  outside  of  Germany.  With  her  falling 
credit  this  inflation  is  inevitable.  The  col- 
lapse of  the  mark,  the  disappearance  of  German 
purchasing  power  abroad,  must  lead  to  ever- 
increasing  prices  at  home.  And,  in  the  absence 
of  the  means  to  pay  them,  paper  must  serve. 
Paper  money.  More  and  more  paper  money. 
If  there  were  a  ready  means  of  automatically 
increasing  the  income  of  everybody,  every 
time  the  purchasing  power  of  the  mark  is 
decreased  by  printing  more  money-tokens 
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without  increasing  the  goods  that  are  there 
to  be  purchased  with  these  tokens,  the  worst 
effects  of  inflation,  internally — inside  Germany, 
that  is  to  say — could  be  avoided.  But  no 
such  means  exist.  A  large  proportion  of  the 
population  of  every  country  lives  on  small 
fixed  incomes,  on  the  dividends  yielded  by 
small  investments,  the  interest  on  the  savings 
of  a  lifetime.  There  is  no  way  of  increasing 
these  incomes.  There  is  no  way  of  increasing 
the  value  of  an  annuity.  There  is  no  way 
of  increasing  the  price  of  a  service  rendered 
unless  there  be  an  increase  in  the  service 
rendered.  The  first  effect  of  inflation  is  to 
cause  hardship  to  the  people  with  fixed  in- 
comes. But  they  are  not  the  only  people 
who  suffer.  When  the  purchasing  power  of 
the  token  with  which  food  is  bought  is  con- 
stantly changing  it  is  inevitable  that  the 
distribution  of  food  should  first  become  dis- 
organised and  then  break  down  altogether. 
It  follows  automatically  on  the  breakdown  in 
the  distribution  of  purchasing  power.  A  race 
takes  place  between  wages  and  the  cost  of 
living.  We  saw  it  here  during  the  war.  We 
thought  it  very  serious.  It  landed  us  in  the 
greatest  difficulties.  We  are  only  slowly  re- 
covering from  the  effects.  The  necessity  to 
reduce  our  price-levels  is  largely  due  to  the 
depreciation  during  the  war  of  our  money- 
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tokens.  Inflation  is  still  one  of  our  problems. 
It  will  be  for  a  long  time  to  come.  But  it  is 
incidental  to  the  far  greater  problems  which 
we  have  discussed.  The  problems  of  war-time 
debts  and  of  reparations  which  have  killed 
trade,  stopped  industry  and  turned  our  thou- 
sands and  hundreds  of  thousands  out  of 
employment:  those  are  our  problems.  And 
they  aie  serious  enough.  Who  shall  yet  say 
whither  they  may  lead  us  ?  But  we  have  the 
promise  of  a  remedy  in  our  hands.  We  can 
cancel  the  Allied  debts  to  us  to-morrow,  and 
we  can  re-shape  our  reparations  policy.  The 
initiative  is  with  us.  But  the  case  of  Ger- 
many is  a  very  different  one.  Large  sections 
of  the  population  are  only  just  recovering 
from  the  effects  of  partial  starvation.  There 
are  still  many  people  in  Germany  to-day  who 
cannot  buy  the  food  they  need.  Be  the  causes 
what  they  may,  the  fact  remains  that  politi- 
cal stability  cannot  be  established  on  empty 
stomachs.  It  is  when  men  are  hungry  that 
their  primitive  instincts  take  control  and  re- 
sistance weakens  to  tests  of  moral  strength. 
When  the  distribution  of  purchasing  power 
breaks  down  there  are  people  who  get  less 
than  enough  to  purchase  what  is  required  to 
sustain  life.  As  the  process  goes  on  there 
will  be  people  who  will  have  none.  The 
frenzied  printing  of  German  marks  is  pro- 
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ducing  this  condition.  Lenin  knew  what  he 
was  doing  when  he  destroyed  the  function  of 
money.  The  whole  economic  life  of  Russia 
came  tumbling  down.  The  same  process  is 
at  work  elsewhere.  It  is  at  work  in  Ger- 
many. The  process  is  slower.  The  people 
are  educated.  The  spirit  of  self-preservation 
is  more  articulate.  Vain  promises  are  under- 
stood. They  are  put  at  their  true  value. 
They  fall  on  deaf  ears.  But  ultimately  the 
impoverishment  of  Germany,  accompanied  by 
the  breakdown  of  the  distribution  of  the 
means  of  securing  food,  can  only  have  one 
result.  The  result  is  anarchy  and  worse. 
And  what  then  ?  Can  we  afford  to  have  a 
second  Russia  in  Europe  ?  Can  we  contem- 
plate with  equanimity  the  withdrawal  of 
another  great  consumer  and  producer  from 
the  world  of  trade  and  commerce  on  which 
we  too  depend  for  our  food  ?  What,  indeed, 
would  become  of  Europe  if  society,  as  we 
know  it,  crumbled  in  Germany  and  left  us 
with  another  unexampled  burden  and  an  in- 
estimable peril  at  our  door?  The  peril  is 
coming  nearer.  Germany  must  go  to  pieces 
unless  her  house  be  put  in  order.  And  we 
must  take  a  hand.  We  can  do  so.  We  can 
claim  the  right  to  do  so  if  we  lighten  her 
burden  of  reparations.  We  must  take  control 
of  her  finances  and  stabilise  the  purchasing 
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power  of  the  mark.  In  that  way  we  can 
stabilise  the  German  exchange.  We  can  do 
so,  that  is  to  say,  if  at  the  same  time  we 
devise  a  means  of  stopping  the  gamble  in  the 
mark. 


CHAPTER  XIII 

THE    GAMBLE   IN   MONEY 

THE  gamble  in  the  mark  is  referred  to  from 
time  to  time  in  the  newspapers.  But  few 
people  realise  the  dimensions  of  this  stupend- 
ous iniquity.  It  is  hard  to  believe,  but  it  is 
true,  that  hundreds  of  people  to-day  are 
making  a  living  out  of  this  gamble.  The 
effects  are  so  important  that  this  investigation, 
with  all  its  imperfections  and  all  the  many 
problems  which  bear  upon  it  which  we  are 
not  attempting  to  tackle,  would  be  altogether 
inconclusive  if  we  failed  to  consider  what  this 
money  gamble  means.  All  over  Europe  and 
America  people  are  gambling  in  German 
marks.  In  high  and  low  stations,  in  big  and 
small  quantities,  they  buy  up  the  marks  and 
hold  them  in  the  hope  of  being  able  to  sell 
them  at  a  profit  on  an  improved  exchange 
value.  All  the  time  it  is  going  on.  Marks 
are  being  stowed  away,  and  there  is,  thus,  a 
large  amount  of  paper  currency  which  is  with- 
drawn from  circulation  and  which  may  flood 
the  country  at  any  moment  at  which  the 
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holders  may  unload  it  for  their  own  ends. 
This  gamble  is  going  on  all  over  the  world. 
And  not  in  German  marks  alone.  It  causes 
exchange  fluctuations  which  kill  trade  because 
no  token  of  stable  value  is  there  to  facilitate 
the  exchange  of  commodities.  The  profits  on 
these  exchange  transactions  are  paid  by  the 
unhappy  countries  whose  money-tokens  are  a 
pawn  in  the  game  of  unprincipled  speculators, 
who  do  not  mind  the  bleeding  white  of 
other  people  so  long  as  they  may  fatten  on 
the  immoral  proceeds  of  their  parasite  game. 
There  was  a  time  when  you  could  buy  German 
marks  like  matches  in  the  streets  of  Rotterdam. 
No  doubt  you  can  do  so  now.  The  banks 
will  buy  them  for  you.  Some  of  them.  If 
you  like,  it  is  a  way  of  making  Germany  pay 
to  buy  a  few  thousand  marks  at  a  thousand  to 
the  pound  and  sell  them  again  at  750  to  the 
pound.  But  the  wrong  people  get  the  money. 
Collectively  we  suffer  where  individually  we 
gain.  Germany  again  is  giving  things  away. 
But  she  cannot  help  herself,  and  our  natural 
feelings  towards  Germany  blind  us  to  the  fact 
that  the  bleeding  white  of  Germany  must  kill 
us  too  in  the  end.  Clearly  this  gamble  must 
cease.  We  cannot  tolerate  this  prostitution 
of  the  function  of  money.  The  riff-raff  of 
Europe  and  America  cannot  be  allowed  to 
play  ducks  and  drakes  with  a  token  on  the 
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stable  purchasing  power  of  which  depends,  not 
only  the  survival  of  Germany,  but  the  survival 
of  England  and  of  France:  the  survival,  in 
fact,  of  society  as  we  know  it. 

The  German  mark  is  not  the  only  money- 
token  in  which  the  gamble  is  taking  place. 
Our  Allies  too  are  pawns  in  this  miserable 
game.  France  and  Belgium  and  Italy  are 
suffering  all  the  time,  and  no  one  knows  what 
sums  are  changing  hands,  what  sums  are  dis- 
turbing the  exchanges  and  killing  trade,  what 
sums  are  going  abroad  to  the  detriment  of 
their  credit  and  the  augmentation  of  their 
debts.  In  addition  to  this  drain  on  the 
dwindling  wealth  of  the  countries  with  depre- 
ciated exchanges,  trade  is  brought  to  a  stand- 
still when  the  exchanges  fluctuate.  A  depre- 
ciated exchange  is  a  bad  thing,  because  if  your 
money  is  worth  little  you  can  buy  but  little 
with  it.  And  if  it  is  worth  much,  then  other 
people  cannot  afford  to  buy  it.  But  if  its 
value  changes  from  day  to  day,  and  you  never 
know  when  the  next  change  is  coming,  or 
what  the  change  will  be  when  it  comes,  you 
cannot  use  your  money  at  all  as  a  token  in  the 
interchange  of  commodities.  If  I  sell  some- 
thing to  a  Frenchman,  he  wants  to  know  its 
price  in  francs.  I  cannot  tell  him  its  price  in 
francs  if  I  do  not  know  what  the  francs  will 
cost  me  in  English  money  at  the  time  when 
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he  makes  his  purchase.  The  only  way  in 
which  I  can  fix  a  price  in  francs  is  by  guessing 
what  the  francs  will  cost.  If  I  do  that  it  will 
be  a  gamble.  And  if  I  gamble  I  shall  try  not 
to  lose.  I  shall  fix  my  price  in  francs  so  high 
that  there  are  sure  to  be  enough  francs  to  buy 
enough  English  money  to  pay  for  what  I 
have  sold  to  the  Frenchman.  The  French- 
man will  pay  the  profit  if  I  make  one.  And 
if  I  have  been  too  cautious,  if  I  have  put  too 
big  a  margin  on  to  my  price  to  cover  me 
against  the  risk  of  losing  through  a  fluctuation 
in  the  exchange,  he  will  think  me  a  profiteer. 
This  extra  margin  to  cover  against  exchange 
risks  is  necessary  nowadays.  It  is  impossible 
otherwise  to  attempt  to  do  business  abroad. 
But  even  so,  one  is  attempting  the  impossible. 
The  margin  drives  up  prices.  It  stops  sales. 
It  stifles  industry.  It  produces  unemploy- 
ment. Whatever  measures,  therefore,  we  take 
to  control  Germany's  finances,  if  we  lessen  her 
reparations  burden,  we  must  stop  the  gamble 
in  the  mark.  And  the  same  applies  to  all  the 
currencies  in  Europe,  the  instability  of  which 
adapts  them  to  the  needs  of  the  gamblers, 
of  the  blood-suckers  of  Europe  and  America. 
Debt  cancellation  will  reduce  the  stakes  in  the 
gamble.  It  will  cause  such  an  appreciation, 
for  example,  in  the  exchange  value  of  the 
French  franc  that  far  more  capital  will  be 
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required  for  the  purchase  of  the  same  number 
of  francs.  And  that  being  so  the  same  varia- 
tion which  formerly  yielded  a  big  profit  will 
then  yield  a  proportionally  smaller  one.  But 
if  we  remit  the  debt  of  France,  then  France 
must  consent  to  measures  which  will  stop  the 
gamble  that  helps  to  kill  trade  between  Eng- 
land and  France.  Here  again  we  come  back 
to  the  old  story.  The  debt  of  France  to  us 
is  responsible  for  the  conditions  which  make 
the  gamble  attractive.  The  gamble  which 
helps  to  cripple  trade.  The  gamble  which 
increases  the  debt. 


CHAPTER  XIV 

FINANCIAL   CONTROL   OF   GERMANY 

CONCERTED  action  between  ourselves  and  our 
Allies  can  stop  the  gamble  as  between  us  and 
them.  Debt  cancellation  will  pave  the  way. 
But  the  case  of  Germany  stands  by  itself. 
We  must  not  give  up  reparation  payments 
in  goods  and  services  for  a  shadow.  We 
must  control  the  means  at  Germany's  com- 
mand for  doing  us  harm.  It  must  not  be 
assumed  that  the  control  we  should  need 
would  be  easy  to  exercise.  We  are  very  apt 
to  look  at  the  problems  of  Western  Europe 
and  to  imagine  that  there  are  no  others. 
There  are  many  others.  Problems,  too,  in 
which  we  are  very  much  concerned.  The 
position  with  regard  to  Poland,  for  example,  is 
a  very  serious  one.  It  is  all-important  to  us. 
The  Poles  are  between  Germany  and  Russia. 
The  road  to  Russia  lies  through  Poland. 
Whatever  influence  predominates  in  Poland, 
that  same  interest  will  hold  the  gate  to  Russia. 

We  must  watch  Germany  in  Eastern  Europe 

in 
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in  order  to  be  sure  that  she  does  not  there 
pursue  a  policy  of  penetration  whilst  pleading 
weakness  and  insolvency  in  the  West.  This 
is  a  question  which  I  propose  to  discuss.  The 
subject  is  a  vast  one.  Poland  offers  an 
enormous  field  for  bold'  enterprise,  and  the 
future  of  Russia  is  a  tempting  subject  for 
speculative  thought.  German  activity  is  bound 
to  penetrate  to  Poland  and  to  Russia.  There 
are  a  hundred  reasons  why  that  is  inevitable. 
But  we  must  hold  our  own.  We  must  not 
allow  Germany  to  acquire  interests  in  these 
countries  which  clash  with  ours,  and  which  are 
paid  for  in  money  that  might  have  gone  to 
pay  reparations.  Our  control  of  Germany's 
finances  must  include  the  right  to  veto  the 
acquisition  by  Germany  of  capital  interests 
abroad.  We  none  of  us  want  an  irksome 
control  of  Germany's  affairs.  We  none  of 
us  want  to  interfere.  We  don't  want  the 
officials,  and  the  paraphernalia  and  the  costs. 
And  we  could  not  carry  through  the  job  to 
our  own  satisfaction.  We  only  want  a  very 
simple  control  of  four  things :  control  of 
dealings  in  German  currency ;  control  of  the 
printing  of  German  paper  money ;  control  of 
the  investment  of  German  capital  abroad,  and 
control  of  tariffs.  If  we  can  control  these 
four  things  we  shall  be  able  to  arrest  the 
process  by  which  German  payments  in  goods 


120  WORLD   TRADE  AND 

and  services  swell  the  ranks  of  our  unemployed. 
The  control  of  these  four  things  would  enable 
us  to  substitute  something  useful  for  a  policy 
which  has  nothing  to  recommend  it  excepting 
that  it  has  behind  it  the  authority  and  the 
sanction  of  the  Treaty  of  Versailles.  Let 
there  be  no  mistake  about  it,  it  will  help  to 
rebuild  Germany's  fallen  credit.  It  will  help 
to  put  her  on  to  her  feet  again.  It  will  help 
to  increase  her  purchasing  power  abroad. 
And  that  will  foster  trade  and  make  employ- 
ment here.  Having  secured  that  end,  having 
prevented  the  bankruptcy  of  Germany  and 
the  collapse  all  round  which  must  follow, 
it  is  permissible  to  ask  what  else  we  must 
obtain,  in  addition  to  the  limited  financial 
control  I  have  indicated,  in  return  for  our 
abandoning  our  claim  to  reparations  payments, 
and  for  the  reduction  we  would  make  in  the 
total  amount  of  reparations  claimed.  We 
have  already  examined  at  some  length  the 
question  of  export  credits,  and  have  seen  how 
they  may  serve  the  double  purpose  of  pro- 
viding employment  for  our  own  people  and  of 
starting  up  industries  abroad  which  are  at 
present  at  a  standstill  for  lack  of  capital. 
Unfortunately,  there  is  a  limit  to  the  capital 
that  can  be  spared  by  us.  It  is  impossible  for 
us  to  lend  more  than  a  very  limited  amount. 
The  export  credits  that  can  be  granted  are 
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limited,  not  by  the  requirements  of  our  poorer 
neighbours,  but  by  what  we  are  able  to  lend, 
overburdened  as  we  are  by  taxation,  by  our 
obligations  and  commitments  at  home.  If 
we  had  abundant  reserves  of  capital  to  lend  to 
other  countries,  reserves,  that  is  to  say,  for 
which  there  is  no  pressing  need  at  home,  a  far 
wider  application  would  be  possible  of  this 
principle  which  we  have  discussed.  It  would 
not  be  necessary  to  surround  with  every  con- 
ceivable obstacle  the  machinery  for  securing 
for  any  particular  enterprise  a  grant  out  of  the 
sums  of  money  which  have  been  voted  by 
Parliament  for  export  credits.  This  necessity 
at  present  defeats  the  scheme.  If  small  enter- 
prises, small  private  concerns,  had  means  of 
borrowing  the  capital  to  enable  them  to  start 
making  and  selling  goods,  the  distribution  of 
purchasing  power  and  of  food  would  be  greatly 
simplified.  One  of  the  great  disturbing  ele- 
ments in  life  would  be  removed.  The  food 
on  which  anarchy,  lawlessness,  discontent  and 
rebellion  thrive  would  disappear,  and  the 
conditions  would  gradually  establish  them- 
selves which  would  afford  us  security  for  the 
useful  employment,  and  ultimate  repayment, 
of  our  loaned  capital.  One  of  the  greatest 
obstacles  to  the  granting  of  export  credits  is 
that  we  cannot  lend  enough.  The  need  is  so 
very  great.  It  is  getting  greater  every  day. 
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We  wait  for  things  to  improve  so  that  we 
may  safely   lend.      Instead  they  get  worse. 
Things  that  are  bad  for  want  of  capital  get 
worse  by   waiting  for   capital.     Only  capital 
can   help   them  to   improve.     But   we    must 
face  the  fact  that  we  cannot  lend  what  we 
have  not  got.     And  we  must  face  that  other 
fact  that  our  own  future,  and  our  own  safety, 
depend  on  the  recovery  of  those  countries  in 
Southern  and   Eastern  Europe  which  to-day 
cannot  buy  from  us  because  their  powers  of 
production   have  gone  under  in  the  ravages 
of  war,   because  they  have  not  the   capital 
necessary  to  enable  them  to  make  the  goods 
which  they  must  export  in  payment  of  what 
they    would    otherwise   import   from   us.     It 
is  in  this  connexion  that  I  look  to  Germany 
for  help.     It  seems  to  me  that  here  is  a  field 
in  which  Gemany  can  give  away  her  labour 
without  taking  the  bread  out  of  the  mouths 
of  our  unemployed.     It  seems  to  me  that  if 
we  examine  this  idea  and  pursue  it  to  its 
logical  conclusion  we  may  find  that  we  have 
discovered  a  form  which  German  reparations 
can  take  which  will  help  the  world  on  to  its 
feet   again.      It  is   not   enough   to   say  that 
Germany  must   replace  the  capital   that  the 
war    destroyed.      We    have    seen    that    the 
process  of  replacing  that  capital  is  leading  us 
all  to  economic  ruin,  to  starvation,  to  the  end 
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of  all  things.  We  must  go  further  and 
specify  exactly  where  and  how  we  want 
the  capital  replaced ;  and  we  must  select  the 
where  and  the  how  in  such  a  way  that  the 
capital  serves  to  create  an  effective  demand 
for  our  goods  and  not  for  German  goods.  I 
know  that  has  been  the  intention  all  along. 
We  all  know  how  it  has  been  defeated  by 
the  flood  on  the  market  of  German  goods. 
We  have  concentrated  on  making  Germany 
pay.  We  should  have  concentrated  on 
making  Germany  help  us  to  recover  our  lost 
prosperity.  Had  we  done  so  we  should  have 
found  that  mere  payments  lead  to  nothing. 
We  should  have  been  spared  the  bitter  lesson 
which  has  taught  us  this  truth.  There  would 
have  been  a  fire  in  every  hearth  this  last 
Christmastide,  and  there  would  be  no  haggard 
faces  now  waiting  for  a  hopeless  dawn. 
Instead  of  indulging  in  useless  recriminations 
on  the  number  of  gold  marks  that  can  be 
taken  out  of  Germany  in  an  equivalent  of 
goods  and  services,  we  should  specify  the 
goods  and  services  and  determine  their 
destination.  In  Poland  there  are  large  tracts 
of  timber  which  the  Poles  could  export  if 
they  had  saws  wherewith  to  fell  the  trees. 
We  can  supply  saws.  Therefore  our  saw- 
makers  would  be  unemployed  if  Germany 
supplied  them.  There  are  small  workshops 
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which  are  idle  for  want  of  an  electric  motor. 
These,  too,  we  can  supply,  All  over  Europe 
there  is  a  need  for  these  or  for  other  things 
which  we  can  supply.  German  competition 
is  preventing  us  from  doing  so.  Germany, 
as  we  have  seen,  is  capturing  all  the  markets 
of  the  world.  Everywhere  she  is  giving 
away  a  portion  of  the  product  of  her  labour 
and  is  selling  at  prices  which  are  not  the 
equivalent  of  what  she  sells.  Her  labour  is 
concentrated  in  the  same  direction  as  ours. 
And  she  has  all  the  advantages  at  the  moment. 
Her  strategic  position  is  better  than  ours. 
She  is  establishing  herself  firmly  in  the 
markets  of  the  world,  and  whilst  she  can  sell 
her  goods  she  can  feed  her  people.  We,  on 
the  contrary,  are  disappearing  from  the  markets 
of  the  world ;  our  people  are  unemployed. 
We  are  unable  to  afford  them  the  opportunity 
of  earning  the  wherewithal  to  purchase  what 
they  need  to  sustain  life.  And,  worst  of  all, 
we  are  not  exporting  the  equivalent  of  the 
price  of  our  imported  food.  We  are  all 
heading  for  disaster :  Germany,  because  she 
cannot  go  on  giving  away  the  product  of  her 
labour  without  ultimately  reducing  to  nil  her 
purchasing  power  abroad,  and  we  because  a 
time  is  approaching  when  America  must  stop 
sending  us  food  that  we  cannot  pay  for. 
This  question  of  food  is  vital  to  us.  It  is 
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the  only  thing  that  really  matters.  I  have 
said  it  before.  We  all  know  it  to  be  true. 
In  the  last  resort  you  would  give  your  shirt 
for  a  crust  of  bread.  Europe's  quest  to-day 
is  the  quest  of  food. 


GERMANY   AND   OUR   FOOD   PROBLEM 

GERMANY  can  help  to  solve  our  food 
problem.  Germany  must  help  to  solve  our 
food  problem,  because  in  doing  so  she  will 
help  to  preserve  us  from  our  greatest  danger, 
and  will  set  in  motion  the  wheels  of  trade 
and  industry  all  over  Europe.  Now  how  can 
Germany  help  to  solve  our  food  problem  ? 
How  can  this  help  take  the  place  of  the 
reparations  payments,  which  we  do  not  want 
because  they  reduce  our  people  to  unemploy- 
ment ?  Where  is  this  food  to  come  from  ?  I 
will  answer  the  last  question  first. 

Russia 

The  answer  is  Russia.  I  can  hear  your 
sigh  of  disappointment.  You  knew  it  was 
coming.  And  yet,  when  I  mention  Russia, 
you  feel  as  I  do.  We  both  feel,  we  all  feel, 
that  if  we  pin  our  faith  on  food  that  must 
come  from  Russia  we  shall  hope  in  vain. 
That  would  be  so  if  we  sat  still  and  waited. 
But  we  cannot  sit  still  and  wait.  We  must 
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do  something  about  it.  That  something  must 
be  done  now.  The  urgency  of  the  matter  is 
due  to  our  position  with  regard  to  America. 
We  are  getting  large  quantities  of  food  from 
America  that  we  cannot  pay  for.  The  reason 
why  we  cannot  pay  for  it  is  that  America  does 
not  want  our  exports.  And  our  exports  alone 
can  pay  for  our  imported  food.  That  is  not 
due  to  circumstances  of  a  temporary  nature. 
It  is  due  to  conditions  which  will  continue. 
America  abounds  in  natural  resources.  There 
is  hardly  anything  that  she  needs  to  buy 
abroad.  She  produces  her  own  food.  At 
present  she  is  in  a  position  to  grow  our  needs 
as  well.  A  time  might  well  come  when  this 
would  not  be  possible.  There  are  at  this 
moment  people  who  are  predicting  bad  crops 
a  year  or  two  hence.  And  they  are  telling  us 
that  we  shall  starve  if  we  depend  on  getting 
our  grain  from  America.  But  even  if  the 
crops  do  not  fail,  even  if  there  is  food  enough 
and  to  spare  in  America,  we  cannot  go  on 
receiving  food  for  which  we  cannot  pay.  We 
cannot  go  on  piling  up  a  debt  which  we  see 
no  hope  of  redeeming.  Unless  we  send  goods 
to  America  which  we  sell  for  American  money, 
we  cannot  get  the  American  money  which  we 
need  to  buy  American  food.  If  we  do  not 
pay  America  we  must  give  her  security.  We 
must  pledge  our  industries,  our  factories,  our 
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shipping,  our  railways.  We  must  go  on 
pledging  all  we  own  and  paying  interest  on 
all  that  we  owe.  There  is  no  other  way  of 
getting  food  for  which  we  do  not  pay.  We 
must  submit  in  everything  to  American 
domination,  to  American  control.  Our  only 
hope  lies  in  the  accumulation  of  wealth  else- 
where in  the  world  and  paying  America  in 
gold  what  we  cannot  pay  in  goods  and  services. 
When  trade  recovers  we  shall  repay  a  lot  in 
services,  in  what  are  described  as  invisible 
exports  to  America.  When  trade  recovers 
our  ships  will  carry  American  goods  and  we 
shall  be  paid  for  carrying  them.  The  American 
money  so  earned  will  help  to  pay  our  debt. 
But,  even  though  we  may  be  sure  that  we 
shall  succeed  in  repaying  what  we  owe,  it  is 
imperative  that  we  should  cease  borrowing, 
that  we  should  not  go  merrily  on  adding  to 
what  we  owe.  The  only  way  to  stop  borrow- 
ing in  America  is  to  buy  in  a  market  where 
there  is  a  demand  for  our  goods,  a  demand 
equal  to  our  demand  for  food.  That  market 
is  to  be  found  in  Russia.  In  Russia  there  is  a 
demand  for  our  goods,  but  it  is  ineffective.  It 
must  be  made  effective.  Easily  said.  At  the 
moment  the  task  is  hopeless,  but  a  time  will 
come  when  Russia  will  stretch  out  a  hand 
for  our  help.  When  that  time  comes  we  must 
be  ready  to  help.  We  must  get  ready  now. 
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There  must  be  no  delay.  Every  day  will 
count.  We  shall  live  to  wish  that  we  had 
begun  earlier.  When  Russia  stretches  out  her 
hand  for  help  we  shall  know  whence  the  appeal 
comes.  We  shall  know  that  it  comes  from  a 
great  people  which  has  suffered  much. 

Bolshevism 

We  shall  bear  in  mind  that  the  Bolshevists 
are  but  few  in  number.  In  comparison  to  the 
population  of  Russia  they  are  numerically 
insignificant.  But  they  hold  the  reins  of 
power.  They  control  the  means  of  making  the 
great  mass  of  the  Russian  people  impotent 
and  inarticulate.  They  do  at  present.  Many 
millions  of  Russians  are  not  Bolshevists,  more 
than  there  are  people  in  these  islands.  France, 
England,  Germany — our  joint  populations  do 
not  equal  the  number  of  Russians  who  are  not 
Bolshevists.  The  great  bulk  of  the  Russian 
people  is  not  Bolshevist.  It  is  illiterate.  It 
cannot  read.  It  cannot  write.  It  is  in  the 
throes.  But  it  will  emerge.  It  will  stretch 
out  a  hand,  and  we  must  grasp  it.  We  must 
grasp  it  as  we  did  when  the  war  came,  and 
our  Ally  in  the  east  of  Europe  helped  us  to 
victory  before  her  own  trial  came.  Our  debt 
to  Russia  is  a  stupendous  one.  Who  shall  say 
what  would  have  happened  in  the  West  if  in 
the  early  days  Russia  had  not  held  the 
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enemy  in  the  East  ?    We  must  not  look  upon 
Bolshevism  as   Russian.     The  great  Russian 
people  are  our  friends,  our  Allies.     We  can 
and  must  help  them,  and  it  will  be  easy  for  us 
to  do  so,  because  they  can  help  us.     Russia, 
whose  people  are  starving,  will  supply  us  with 
corn  in  a  year  or  two  if  we  do  the  right  thing 
now.     All  that  we  know  of  Bolshevism  is  a 
tale  of  horrors,  horrors   on  which   it  is  un- 
necessary to  dwell.     The  agony  of  our  Russian 
allies  will  ever  be  a  landmark  in  history.     It 
will   be   an   object   lesson  to   all  who  would 
attempt  to  destroy  in  a  day  what  has  taken 
centuries  to  build  up.     Unless  you  have  some- 
thing to  put  in  its  place  you  cannot  destroy 
the  system  which  feeds  and  clothes  and  houses 
a  great  nation  without  destroying  the  nation 
itself.     That  is  what  has  happened  in  Russia. 
The  system  has  gone,  and  the  Russian  people 
are  starving  and  dying  in  a  land  which  can  pro- 
duce enough  food  to  feed  all  Europe,     They 
are  starving  and  dying  because  Bolshevism  is 
no  system  and  knows  no  system.     At  the  best 
it  is  a  gigantic  experiment  which  has  failed. 
At  the  worst  it  is  the  most  horrible  crime  in 
history.     Assume  it  to  be  nothing  worse  than 
an     experiment :    the     horrors     remain — the 
horrors  that  are  inevitable  wherever  shallow 
men  go  beyond   their   depth,  wherever  deaf 
men  think  they  hear  and  blind  men  think  they 
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see.  The  dream  of  Lenin  may  or  may  not 
have  been  the  prelude  to  a  Communist  Russia. 
If  it  was,  one  must  deplore  the  road  by  which 
he  sought  to  travel,  and  trust  that  the  lesson 
of  his  failure  will  serve  the  cause  of  humanity 
in  other  lands.  And  if  it  was  not,  we  must 
realise  that  we  are  still  at  the  beginning  of 
something  of  which  no  one  can  yet  say  whither 
it  may  lead  Russia,  whither  it  may  lead  us  all. 
The  immediate  thing  that  strikes  me  about  it 
all  is  that  Russia  was  reduced  to  chaos  because 
the  channels  of  distribution  of  the  people's 
food  were  destroyed.  Lenin  destroyed  the 
function  of  money.  Thus  he  stopped  the  ex- 
change of  commodities  of  which  food  is  one. 
That  produced  empty  stomachs.  Empty 
stomachs  are  the  most  powerful  weapon  in  the 
world.  Wherever  you  may  find  them  there 
will  be  abuse  of  power.  The  individual  steals 
a  loaf.  A  great  people  slowly  starves  and 
dies,  and  in  the  process  suffers  untold  agonies 
from  the  contact  of  the  roving  cancer,  which 
in  Russia  is  Bolshevism,  which  plants  its  evil 
growth  of  usurped  power  in  every  corner  of 
the  land.  But  Lenin  did  not  mean  to  leave 
the  stomachs  empty.  He  meant  to  fill  them 
again,  but  he  knew  not  how.  It  is  probable 
that  he  never  meant  to  destroy  the  means  of 
distribution  of  the  food  of  the  people.  It  is 
incredible  that  he  should  not  have  foreseen 
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this  inevitable  result  of  the  abolition  of  private 
ownership.  He  mistook  power  for  control. 
He  usurped  power  and  destroyed  control. 
Too  late  he  found  out  the  need  for  capital, 
the  need  for  the  effective  and  efficient  control 
of  capital,  the  need  of  credit,  the  need  of  the 
trust  of  the  people.  I  do  not  know  whether 
even  yet  he  has  thoroughly  realised  these 
things ;  but,  whether  he  has  or  has  not,  the 
Russian  people  have  learned  the  lesson  that  is 
written  in  blood  all  over  their  unhappy  land. 
And  that  being  so,  the  machinery  for  private 
trading  must  sooner  or  later  be  repaired.  We 
must  be  able  to  trade  with  reputable  Russian 
business  men,  of  whom  there  are  many 
thousands,  as  we  all  know.  We  want  to 
exchange  our  goods  for  Russian  corn.  Before 
we  can  do  that  the  corn  must  be  grown,  the 
seed  must  be  sown,  the  ground  must  be  tilled. 
And  the  peasant  has  no  plough.  That, 
roughly,  is  the  position.  Export  credits  afford 
the  means  of  sending  agricultural  machinery  to 
Russia.  The  need  for  agricultural  machinery 
in  Russia  would  easily  swallow  up  all  the 
capital  that  we  can  afford  to  lend  for  all 
purposes  to  all  the  world,  and  more  besides. 
But  as  things  stand  at  present  we  can  lend  no 
capital  to  Russia.  Whilst  Lenin  holds  the 
reins  of  power  and  repudiates  Russia's  foreign 
debts,  we  cannot  lend  to  Russia  what  we  shall 
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want  back.  We  may  give  what  we  can  to  our 
old  Allies,  but  we  cannot  lend.  And  we 
cannot  give  because  we  ourselves  need  all  that 
we  have  in  order  to  pay  for  our  food.  That 
is  where  Germany  comes  in. 

Agricultural  Machinery 

There  is  no  reason  why  Germany  should 
not  pour  agricultural  machinery  into  Russia. 
There  is  every  reason  why  she  should.  We 
would  forego  reparations  payments  to  the  value 
of  what  she  supplied.  The  German  Govern- 
ment would  have  to  tax  industry  generally  to 
raise  money  for  the  purpose  of  purchasing  in 
Germany  the  agricultural  machinery  which 
we  would  accept  in  payment  of  reparations, 
and  which  we  would  give  to  Russia.  The 
effect  of  the  taxation  would  be  to  put  up  the 
price  of  German  manufactures  and  eliminate 
the  advantage  which  Germany  at  present 
derives  from  her  ability  to  give  away  the 
products  of  her  labour,  wherever  it  suits  her, 
regardless  of  whether  it  suits  us.  If  this 
scheme  were  put  into  operation,  under  which 
Germany  would  be  compelled  to  devote  a 
portion  of  the  product  of  her  labour  to  the 
restoration  of  Russia,  ways  and  means  would 
be  more  readily  found  of  granting  loans  to 
Germany  for  the  purchase  of  raw  materials. 
As  things  stand  at  present,  the  only  effect  of 
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such  loans  would  be  to  bolster  up  a  system 
under  which  our  own  people  are  unemployed. 
But  if  a  loan  helps  Germany  to  supply  agri- 
cultural machinery  to  Russia,  our  control  of 
Germany's  finances  would  enable  us  to  obtain 
security  for  the  capital  which  we  lent  in  the 
form  of  an  export  credit,  and  the  machinery 
which  went  to  Russia  would  be  of  far  greater 
value  than  the  amount  of  the  loan,  because 
the  loan  would  only  cover  the  cost  of  raw 
materials  and  would"  not  include  the  price  of 
the  labour  required  to  make  the  finished 
articles.  In  addition,  there  is  the  question  of 
food.  Our  chances  of  getting  food  from 
Russia  will  depend  on  the  speed  with  which 
the  agricultural  machinery  can  be  supplied. 
Germany  under  these  conditions  could  supply 
a  great  deal.  America  will  doubtless  supply 
a  lot  as  well,  as  she  did  before  the  war.  I  am 
only  concerned  for  present  purposes  with  the 
supplies  which  would  come  from  Germany. 
I  said  a  little  while  ago  that  export  credits 
would  afford  the  means  of  sending  agricultural 
machinery  to  Russia.  And  that  is  really  what 
I  propose.  Export  credits,  if  necessary,  to 
Germany,  in  the  shape  of  loans  for  the  purchase 
of  raw  materials  ;  and  export  credits  to  Russia, 
in  the  shape  of  agricultural  machinery  accepted 
by  us  from  Germany  in  payment  of  repara- 
tions, and  lent  by  us  to  Russia  to  enable  her 
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to  grow  food.  How  far  Russia  could  be 
expected  to  regard  this  machinery  as  a  gift  or 
a  loan  it  is  impossible  to  say.  It  would  have 
to  depend  on  circumstances.  Principally  it 
would  depend  on  the  extent  of  the  help  she 
received,  on  our  ability  to  dispense  with  re- 
payment, on  her  ability  ultimately  to  repay, 
and  on  the  nature  and  the  extent  of  the  aid 
we  might  be  able  to  give  her  in  other  direc- 
tions. When  I  use  the  pronoun  "  we  "  in  this 
connexion,  I  obviously  do  not  mean  England 
alone.  I  really  mean  the  European  Entente, 
the  countries  that  owe  us  money,  and  our- 
selves. I  am  assuming  that  we  would  remit 
the  debts  of  the  other  countries  to  us,  and 
that  they  would  make  common  cause  with  us 
in  this  matter  of  reparations.  I  assume  that 
they  would  co-operate  with  us  in  the  scheme 
for  sending  agricultural  machinery  to  Russia 
and  for  obtaining  Russian  food  later  on.  But 
the  supply  of  agricultural  machinery  is  not 
everything.  It  is  one  of  the  vital  factors  in 
the  situation.  That  is  why  I  selected  it  as  an 
example  for  the  development  of  the  idea  I 
wanted  to  examine.  There  is  another  factor 
which  may  be  described  as  the  governing  factor 
in  the  situation.  I  am  thinking  of  transport. 
We  will  discuss  transport  directly,  but  before 
doing  so  I  would  like  to  suggest  in  passing 
that  the  proposal  to  loan  machines  instead  of 
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money  is  one  which  merits  serious  considera- 
tion in  many  directions  other  than  that  which 
we  have  just  been  discussing. 

Export  Credits  in  Plant  instead  of  in  Money 

I  do  not  want  to  get  away  from  the  subject 
of  reparations,  because  I  am  vastly  interested 
in  the  direction  which  our  investigation  has 
taken,  and  I  want  to  know  how  Germany  can 
help  to  re-condition  the  means  of  transport 
that  have  suffered  so  much  in  the  war.  Never- 
theless, I  feel  that  we  must  pursue  a  little 
further  the  possibilities  that  may  lurk  in  the 
idea  of  lending  machines  where  we  cannot 
lend  money.  The  thought  occurs  to  me,  as 
it  must  occur  to  you,  that  the  country  is 
stacked  with  idle  plant,  and  that  a  lot  of  it  will 
remain  idle  long  after  the  present  depression 
in  trade  has  passed  away.  During  the  war 
the  productive  capacity  of  the  country  was 
increased  to  meet  an  unparalleled  emergency, 
and  when  peace  came  it  had  reached  dimen- 
sions out  of  all  proportion  to  the  demands 
that  would  ever  again  be  made  upon  it.  The 
short-lived  boom  which  followed  the  war 
blinded  us  all  to  the  possibility  of  a  slump 
such  as  we  are  now  passing  through ;  and, 
buoyed  up  by  a  false  sense  of  prosperity  and 
bright  prospects,  industry  expanded  in  every 
conceivable  direction.  One  industrial  under- 
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taking  after  another  increased  its  capital, 
bought  fresh  plant,  put  up  new  buildings. 
For  one  purpose  or  another,  they  all  increased 
their  capital.  They  borrowed  pounds  when 
they  were  worth  less  than  ten  shillings.  They 
will  have  to  go  on  paying  interest  on  them 
when  they  are  again  worth  a  pound.  No 
dividends,  or  only  small  dividends,  are  being 
paid  now.  The  extra  capital  is  a  burden. 
In  many  cases  it  is  an  intolerable  burden.  In 
some  cases  it  must  lead  to  disaster.  The 
problem  of  many  a  concern  is  to  know  how 
to  reduce  its  capital.  It  is  a  very  serious 
matter.  Surplus  plant  for  which  there  is  no 
demand  has  very  little  scrap  value.  Many 
firms  are  foredoomed  to  make  a  dead  loss  on 
plant  for  which  they  have  no  use.  They  will 
have  to  cut  their  losses  or  be  for  evermore 
obliged  to  load  their  prices  with  interest  on 
capital  which  is  earning  no  return.  There 
must  be  vast  quantities  of  plant  and  machinery 
lying  idle  in  this  country  which  will  never 
again  be  required  here,  which  Poland,  for 
example,  would  be  very  glad  to  have  if  she 
could  pay  for  them.  Here,  surely,  is  an  oppor- 
tunity for  enterprise  and  foresight.  Lend 
these  machines  abroad  where  their  use  will 
stimulate  production  and  enable  our  friends 
in  other  lands  to  export  goods  in  payment  of 
goods  which  they  would  then  be  able  to  buy 
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from  us.  Make  a  virtue  of  necessity  and  lend 
your  surplus  machines  to  the  countries  of 
Eastern  and  Southern  Europe.  This  is  a  case 
where  the  British  manufacturer  can  himself 
supplement  the  export  credit  schemes  of  the 
Government  and  help  to  create  abroad  an 
effective  demand  for  the  product  of  our  labour. 
The  useful  employment  of  idle  machines 
would  help  many  a  manufacturer  round  a  nasty 
corner.  They  would  remain  the  property  of 
the  lender  unless  or  until  they  were  paid  for. 
Their  small  value  to  him,  if  they  remained  at 
home,  instead  of  being  usefully  employed 
abroad,  would  preclude  the  need  for  further 
security  from  the  borrower.  The  earning 
power  which  these  machines  would  give  to 
the  borrower  would  increase  his  command  of 
credit.  In  other  words,  the  lending  of  these 
machines  would  directly  help  to  increase  the 
effective  demand  for  our  goods,  and  would 
help  to  create  conditions  under  which  undue 
risks  in  connexion  with  the  granting  of  export 
credits  would  be  eliminated.  The  Government 
can  only  grant  export  credits  in  the  form  of 
loans  of  money.  Money  is  the  only  kind  of 
capital  the  Government  can  lend.  But  you 
and  I  can  lend  other  things,  and  the  result 
is  the  same.  The  amount  of  capital  the 
Government  can  lend  is  strictly  limited,  be- 
cause that  capital  can  only  be  got  by  the 
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Government  by  taxing  us.  We  are  already 
overtaxed.  We  cannot  offer  to  pay  our  taxes 
in  machines  for  which  we  have  no  use.  The 
offer  would  not  be  accepted.  The  value  of 
the  machines  we  offered  would  only  be  the 
price  we  could  get  by  selling  them.  That 
price  would  be  a  very  low  one,  or  there  would 
be  no  reason  for  the  machines  being  idle. 
The  value  of  the  machines  is  greatest  where 
there  is  a  need  for  them.  There  is  only  a 
need  for  them  to-day  in  countries  where  there 
is  no  money  wherewith  to  pay  for  them.  But 
we  can  afford  to  wait  for  the  payment  of 
something  which  would  go  on  the  scrap-heap 
if  we  were  not  able  to  wait  for  payment. 
Instead  of  being  a  burden,  instead  of  con- 
stituting an  irksome  liability,  our  machines 
become  a  valuable  asset  when  they  go  abroad 
with  two  prospects  :  first,  the  prospect  of  some 
day  being  paid  for,  and  secondly,  the  prospect 
of  the  products  of  their  useful  employment 
creating  an  effective  demand  for  goods  of  our 
manufacture. 

Transport 

And  now  for  transport.  We  know  the 
purpose  of  export  credits.  We  know  the  ends 
they  serve.  We  know  what  they  may  be 
hoped  to  achieve.  In  considering  the  needs 
of  Russia,  and  our  own  need  of  food  from 
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Russia,  we  have  examined  three  possible 
ways  of  rendering  help.  First,  there  are  the 
ordinary  export  credits  which  are  issued  by 
the  Government  and  which  would  prove  quite 
insufficient  even  if  all  the  capital  available 
for  export  credits  could  be  lent  to  Russia. 
Secondly,  there  is  the  supply  of  agricultural 
machinery  which  Germany  might  furnish  to 
Russia  instead  of  causing  unemployment  here 
by  paying  reparations  with  goods  and  services 
at  prices  with  which  we  cannot  compete. 
And  thirdly,  there  is  the  suggestion  which  we 
have  just  examined  of  lending  other  forms  of 
capital,  such  as  machines  for  which  we  have 
no  use  ourselves  and  which  we  have  no 
prospect  of  being  able  to  use  again.  But  the 
effectiveness  of  help  to  Russia,  of  whatsoever 
kind,  hinges  on  transport.  The  Russian 
peasant  will  not  grow  more  food  than  he 
needs  for  himself  and  his  family  unless  he  can 
sell  it.  He  cannot  sell  it  unless  he  can  move 
it.  He  cannot  move  it  without  the  means  of 
transport.  One  of  the  greatest  obstacles  to 
the  rapid  restoration  of  Russia,  when  the  time 
comes  when  political  conditions  will  permit 
of  the  task  being  attempted,  will  be  offered 
by  the  state  of  the  railways.  Engines  and 
carriages  and  wagons  alike  were  destroyed 
in  their  hundreds  and  in  their  thousands  all 
over  Europe  during  the  war.  And  if  they 
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were  not  destroyed  they  were  damaged,  or 
worn  out  by  excessive  use.  There  is  at  the 
present  moment  a  shortage  of  railway  material 
in  Europe  which  it  would  be  almost  impossible 
to  exaggerate,  and  which  it  would  take  the 
combined  output  of  all  existing  factories  of 
such  material  many  years  to  replace.  Isn't 
it  a  tragedy  to  think  that  all  over  Europe 
the  recovery  of  trade  and  industry  is  retarded 
by  the  absence  of  the  means  of  moving  goods 
whilst  our  locomotive  works  and  our  wagon- 
building  shops  are  standing  idle  ? 

Poland 

Not  so  long  ago  the  most  efficient  form  of 
transport  in  Roumania  was  a  cart  drawn  by 
bullocks.  The  condition  of  the  railways  was 
appalling.  The  overcrowding  of  the  trains 
was  unimaginable.  Passengers  swarmed  on 
to  the  roofs  of  the  carriages.  They  clung  to 
the  foot-boards,  and  perched  themselves  on 
the  buffers.  Not  so  long  ago  the  Polish 
Government  would  not  allow  a  Polish  loco- 
motive to  cross  the  frontier  into  Czecho- 
slovakia for  fear  that  it  would  not  come  back. 
Not  so  long  ago  I  saw  a  train  start  from 
Warsaw  for  Danzig.  It  left  in  the  evening, 
and  arrived  the  following  morning.  The 
carriages  were  packed  with  passengers,  and 
even  as  it  moved  out  of  the  station  people 
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made  desperate  efforts  to  get  on  board,  cling- 
ing to  the  foot-boards  and  to  one  another. 
Some  succeeded.  Many  failed.  Few  of  the 
carriages  had  windows.  Some  had  wooden 
boards  to  take  the  place  of  the  broken  glass. 
Most  had  nothing  at  all.  The  filth  of  the 
people  in  their  ragged  clothes,  and  of  the 
railway  carriages,  was  repulsive.  A  year  later, 
in  the  early  spring  of  1921,  I  was  there  again. 
Conditions  had  very  much  improved.  The 
few  trains  ran  to  time.  There  was  evidence 
that  all  could  see  of  successful  attempts  at 
organisation  and  improvement.  The  improve- 
ment was  due  to  the  return  of  wagons  and 
locomotives  by  Germany  under  the  Peace 
Treaty,  to  the  efforts  of  the  Polish  Govern- 
ment, and  to  the  aid  of  the  Allied  Railway 
Mission,  which  spent  certain  sums  of  money 
supplied  by  the  Allied  Governments  in  pur- 
chasing the  things  most  needed  to  render  the 
available  material  fit  for  use.  But  the  back- 
bone of  the  problem  has  not  yet  been  tackled. 
Poland's  need  for  locomotives,  for  passenger 
coaches  and  for  wagons  is  enormous.  She 
cannot  buy  these  things  abroad.  She  has 
no  security  to  offer  for  a  loan  that  is  accept- 
able under  the  conditions  which  govern  the 
granting  of  export  credits  by  our  Government. 
And  yet  the  recovery  of  Poland  is  hardly  less 
important  to  us  than  it  is  to  Poland  herself. 
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Poland  can  export,  to  name  only  a  few  things, 
timber  and  bristles,  and  beet-sugar  and  oil. 
A  finger  of  scorn  is  being  pointed  at  Polish 
administration  on  account  of  the  low  output  of 
oil  from  the  Galician  oilfields.  The  reason  for 
the  low  output  is  that  the  oil  cannot  be  stored 
and  it  cannot  be  moved.  The  development  of 
every  industry  is  conditioned  by  the  means 
of  transport.  Large  industrial  groups  have 
been  formed  in  Poland  for  building  loco- 
motives and  for  building  wagons.  The  Polish 
Government  has  assisted  them  with  land  and 
coal  and  wood  and  a  hundred  other  things, 
and  has  given  them  orders  to  keep  them  fully 
occupied  for  years  to  come.  They  cannot 
execute  these  orders  because  they  have  not  got 
all  the  plant  they  need,  and  because  they  have 
not  got  the  money  wherewith  to  buy  it.  They 
cannot  execute  them  because,  to  begin  with, 
they  need  to  buy  a  lot  of  their  materials  and 
some  of  their  finished  parts  abroad,  and  they 
have  not  got  the  money  wherewith  to  buy 
them.  They  will  not  have  the  money  where- 
with to  buy  these  things  that  they  need  until 
they  begin  to  export,  and  they  will  not  be 
able  to  begin  to  export  until  they  have  re- 
conditioned their  means  of  transport,  until 
they  can  move  and  sell  what  they  make. 
Whilst  they  are  waiting  anxiously  for  the 
moment  when  their  export  trade  will  once 
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more  be  set  in  motion,  whilst  they  are  waiting 
anxiously  for  the  transport  facilities  without 
which  they  cannot  make  because  they  cannot 
sell,  and  cannot  sell  because  they  cannot  move 
— whilst  they  are  waiting  for  these  things  our 
factories  are  standing  idle,  and  the  buildings 
are  standing  idle  and  empty  in  which  the 
Poles  would  erect  our  machines  if  they  could 
have  them,  in  which  they  would  put  together 
the  tyres  and  the  axles  and  the  wheels  and  the 
frames  and  the  buffers  and  the  brakes,  if  we 
sent  these  things  to  them,  and  in  which,  with 
their  own  native  timber,  they  would  build  the 
wagon  bodies  and  the  coach- work  to  complete 
the  trucks  and  the  carriages  for  the  want  of 
which  their  country  is  still  struggling  in  the 
throes  of  economic  despair.  We  cannot  fill 
these  empty  shops  because  Poland  has  no 
means  of  offering  us  security  for  the  capital  we 
should  lend  her.  If  we  were  prepared  to  take 
the  risk,  just  think  of  the  money  that  would 
be  spent  here  at  home  in  wages  in  supplying 
tyres  and  axles  and  wheels  and  frames  and 
buffers  and  brakes.  And  think  also  what  it 
would  mean  to  Poland.  Our  own  security, 
aye,  our  very  existence,  hangs  on  the  recovery 
of  countries  like  Poland.  And  here  we  are 
neglecting  the  opportunity  of  helping  Poland. 
We  know  that  if  help  is  refused  to  her, 
conditions  must  get  worse.  We  say  they 
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must  not  get  worse,  but  we  decline  to  do  the 
only  thing  which  would  improve  them.  The 
very  circumstances  which  constitute  Poland's 
need  render  impossible  of  fulfilment  the 
conditions  subject  to  which  alone  can  we  give 
her  the  help  she  needs.  She  must  give 
security  which  she  has  not  got,  which  she  will 
never  have  unless  she  be  given  help  first  with- 
out it.  Surely  there  must  be  something  wrong 
with  the  system  under  which  export  credits 
are  granted  if  they  cannot  be  obtained  for 
a  purpose  such  as  the  one  which  I  have 
outlined.  Surely  there  must  be  something 
wrong  with  every  system  which  defeats  itself 
by  the  methods  it  lays  down  for  working  out 
its  own  usefulness.  If  there  is  one  thing,  and 
only  one  thing,  which  requires  doing  before  all 
others  it  is  the  re-conditioning  of  the  means  of 
transport  in  Europe.  If  there  is  one  purpose 
to  which  before  all  others  the  money  voted 
by  Parliament  for  export  credits  should  be 
devoted,  and  devoted  now,  it  is  to  the  repair- 
ing of  the  railways  of  Europe,  the  building 
and  repairing  of  rolling-stock,  the  supply  of 
the  means  of  moving  goods.  The  urgency  of 
this  question  of  the  means  of  transport  is  great 
now.  Poland  affords  only  one  example  of 
conditions  which  obtain  in  many  countries  in 
Europe,  and  my  only  reason  for  selecting 
Poland  for  the  illustration  of  my  argument  is 


146  WORLD  TRADE  AND 

that  Poland  is  the  stepping-stone  to  Russia, 
and  the  problem  of  Russia's  railways  tran- 
scends in  magnitude  that  of  all  the  rest  of 
Europe  put  together.  We  have  all  heard 
tales  of  Russian  trains  stopping  and  tearing 
up  the  sleepers  behind  them  to  provide  fuel 
for  the  engine  so  that  they  might  proceed. 
Incidents  of  this  kind  are,  1  believe,  character- 
istic of  the  conditions  which  now  prevail  all 
over  Russia's  railways.  Actually  thousands  of 
locomotives  are  immobilised,  in  many  cases  for 
lack  of  the  means  of  executing  quite  simple 
repairs.  The  shortage  of  carriages  and  wagons 
is  colossal.  The  movement  of  people  and  of 
goods  from  one  place  to  another  is  paralysed. 
There  are  starvation  and  famine  in  a  land  that 
could  feed  all  Europe.  We  may  send  ploughs 
to  Russia.  We  may  help  the  Russian  peasant 
to  produce  and  sell,  but  until  we  help  him  to 
move  he  will  not  grow,  because  we  cannot  buy 
what  he  cannot  move.  It  is  therefore  not 
enough  to  say  that  we  will  arrange  for 
agricultural  machinery  to  be  sent  to  Russia. 
Agricultural  machinery  will  avail  nothing 
without  the  means  of  transport.  To  begin 
with,  agricultural  machinery  cannot  get  there 
without  the  means  of  transport.  Every  factory 
in  Europe  must  be  organised  to  deliver  rolling- 
stock  to  Russia.  However  soon  we  begin  this 
gigantic  task,  we  shall  find  that  we  should 
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have  begun  sooner.  But  where  is  the  capital 
to  be  found  which  is  necessary  to  provide 
rolling-stock  for  which  Russia  cannot  pay  ? 
Where  is  the  rolling-stock  to  be  made  ?  Who 
will  pay  for  the  materials  ?  Who  will  pay  for 
the  labour  ?  As  I  said  before,  the  sum  total 
of  the  money  voted  for  export  credits  in  this 
country  would  not  touch  the  fringe  of  the 
problem.  The  problem  is  one  that  cannot  be 
solved  in  ten  months  or  in  ten  years.  Slowly 
we  must  begin,  and  the  speed  must  increase 
slowly  and  surely  as  we  succeed  in  equipping 
more  and  more  factories  to  cope  with  the 
incessant  demand  which  will  be  made  upon 
them.  No  one  can  provide  the  capital  which 
will  be  required  for  this  Herculean  task. 
There  is  only  one  force  which  we  can  enlist 
to  help  us.  We  can  employ  German  labour. 
To  me  it  is  becoming  clearer  and  clearer  as 
this  investigation  proceeds  that  we  have  indeed 
been  dwelling  in  the  outer  darkness  pressing 
Germany  to  pay  us  reparations  in  money 
purchased  with  the  wages  of  our  unemployed. 
Why  we  have  not  earlier  turned  our  thoughts 
to  Russia  defeats  me  altogether.  Russia  can 
absorb  the  labour  of  Germany  which  Germany 
must  give  to  pay  a  fraction  of  the  price  of 
what  she  destroyed,  The  recovery  of  Russia 
depends  on  an  influx  of  capital  which  none  of 
us  can  afford  to  part  with,  and  Russia  is  the 
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one  country  in  Europe  which  will  not  suffer  by 
an  influx  of  goods  and  services.  Goods  and 
services  will  not  cause  unemployment  in 
Russia.  Properly  selected  and  directed,  their 
effect  will  be  the  reverse.  They  will  promote 
employment  rather  than  destroy  it.  The 
supply  of  rolling-stock  will  make  the  peasant 
need  a  plough.  The  supply  of  a  plough  to 
the  peasant  will  enable  us  to  buy  food  in 
Russia.  And  if  we  can  buy  food  in  Russia 
we  shall  be  able  to  stop  buying  food  in 
America  for  which  we  cannot  pay  ;  and  by 
virtue  of  the  effective  demand  that  will  be 
created  in  Russia  for  our  goods  we  shall  be 
able  to  buy  and  sell  in  Russia's  vast  markets, 
and  the  wheels  of  trade  will  have  been  set  in 
motion  again  on  which  depend  our  power  to 
earn  and  save  and  pay  to  America,  as  we  shall 
do,  the  debt  that  we  owe  her. 

If  you  are  agreed  with  me,  as  indeed  I  hope 
you  are,  that  rolling-stock  is  Europe's  greatest 
need  to-day,  you  will  be  prepared  to  face  the 
logical  consequences  of  the  situation.  These 
consequences  are  easily  defined.  We  must 
broaden  the  basis  of  our  export  credit  scheme 
and  make  it  fit  in  with  proposals  for  dealing 
with  the  problem  in  concert  with  our  Allies. 
And,  in  addition,  we  must  strain  every  nerve 
to  make  capital  available  for  the  purpose, 
being  persuaded,  as  indeed  we  must  be, 
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that    an    effective    demand    abroad    for  our 
manufactures,  for  the  product  of  our  labour, 
will  never  be  created  unless  we  help  to  re- 
condition, in  those  countries  in  which  we  want 
to  sell,  the  means  of  moving  the  things  which 
they  want  to  sell  as  the  only  means  of  paying 
for  the  things  which  they  want  to  buy  from  us. 
When  we  broaden  the  basis  of  our  export 
credit  scheme  we  must  commence  in  Poland. 
Danzig  is  an  easy  journey  from  England  by 
sea,  and  the  factories  of  Poznania  and  round 
about    Warsaw    are    easily  fed    with    goods 
brought    to    Danzig   in    steamers    unloading 
there.     And  in  any  case  the  way  into  Russia 
lies   through   Poland — a   fact   which  has  not 
been  lost   sight  of  by  the   bankers   and  in- 
dustrialists in  Poland,  who  have  strained  every 
nerve   to   equip   their   factories   so   as   to   be 
ready  to  pour  a  big  output  into  Russia  as 
soon  as  ever  circumstances  permit.     Now  is 
our  chance  of  establishing  our  manufactures 
in  the  markets  of  Poland.     The  chance  will 
never  occur  again  if  we  fail  to  avail  ourselves 
now  of  the  great  opportunity  of  developing 
and    strengthening    by  every  means   in  our 
power  the  stepping-stone  to  Russia. 

Many  a  town  in  England  and  Scotland  is 
deploring  to-day  the  suspension  of  the  battle- 
ship orders  which  has  followed  the  decision 
of  the  Washington  Conference  with  regard 


150  WORLD  TRADE  AND 

to  capital  ships.  The  building  of  these  ships 
was  heralded  in  some  quarters  as  the  solution 
of  the  problem  of  unemployment.  The  evil 
of  spending  money  we  could  not  afford  was 
lost  sight  of  in  the  boon  of  discovering  a 
means  of  distributing  purchasing  power.  If 
money  could  be  spared  for  battleships  it  can 
still  be  spared  now  that  the  need  for  the 
battleships  has  passed  away.  It  can  be  spared, 
for  example,  to  serve  as  a  loan  to  Poland 
for  the  purchase  of  rolling-stock.  Money  use- 
fully employed  in  this  way  will  earn  a  return 
for  revenues,  whereas  battleships  never  will. 
That  is  why  the  building  of  battleships  will 
temporarily  mitigate  the  evil  of  unemploy- 
ment, but  will  do  less  than  nothing  to  remove 
its  cause.  If  we  lend  to  Poland  the  money 
that  would  have  been  spent  on  the  battleships 
which  have  been  cancelled,  we  shall  have  taken 
a  great  step  forward  in  the  task  of  preparing 
the  way  for  opening  up  trade  with  Russia 
the  moment  the  ordinary  safeguards  have  been 
re-established,  in  the  absence  of  which  no  man 
will  engage  his  capital  abroad.  This  question 
of  safeguards  is  all-important.  It  is  impos- 
sible to  trade  where  there  is  not  political 
stability.  On  the  other  hand,  trade  makes 
for  an  ordered  life,  and  that  again  helps  to 
produce  political  stability.  As  regards  Russia, 
there  is  no  use  in  tinkering  and  playing  with 
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the  idea  of  trading  with  the  Soviet  Govern- 
ment. What  is  needed,  what  is  vital,  is  that 
we  should  be  able  to  trade  with  the  Russian 
people  without  let  or  hindrance.  The  time 
is  approaching  when  this  will  be  possible. 
There  are  signs  of  its  coming  soon.  We  must 
be  ready.  The  way  to  be  ready  is  to  help 
Poland  first.  Poland  is  already  recovering 
from  the  ravages  of  war.  The  genius  of  her 
politically  inexperienced  people  is  directing 
her  effort  into  the  right  channel.  For  a  time 
her  recovery  was  delayed  by  the  lamentable 
indecision  concerning  the  fate  of  Upper  Silesia. 
That  obstacle  to  mutual  understanding  was 
removed  when  the  League  of  Nations  gave 
a  decision  which  satisfied  the  Poles  and  told 
them  where  they  stood.  Poland  is  now  ready 
to  go  ahead,  and  never  was  there  a  field  more 
attractive  to  British  enterprise.  Never  was 
there  a  finer  opportunity  for  acquiring  a  pre- 
dominant position  in  the  industrial  develop- 
ment of  the  stepping-stone  to  the  Russian 
markets.  The  Russian  transport  problem,  as 
much  as  that  of  Poland  herself,  calls  for  our 
interest  in  the  development  of  rolling-stock 
factories  in  Poland.  And  enterprises  of  this 
kind,  when  they  make  an  appeal  to  the  British 
manufacturer,  are  just  those  which  the  British 
Government  should  seek  to  support  with  ex- 
port  credits,  because  export  credits  will  bestow 
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the  greatest  benefit  according  to  the  import- 
ance, from  the  point  of  view  of  the  general 
welfare,  of  the  purpose  for  which  they  are 
sought. 

Our  consideration  of  the  transport  problem 
of  Eastern  Europe,  and  its  bearing  on  our 
ability  to  obtain  food  from  Russia,  and  thus 
cease  to  pile  up  a  debt  to  America  which 
we  see  no  means  of  being  able  to  repay, 
has  led  to  two  main  conclusions.  We  have, 
I  think,  convinced  ourselves  and  one  another 
that  we  cannot  afford  to  stand  aside  whilst 
others  step  in  and  assist,  and  become  parties 
to,  the  industrial  revival  of  Poland.  And  we 
have  seen  that,  without  the  shadow  of  a  doubt, 
Russia's  requirements  in  rolling-stock  will  be 
so  immeasurably  great  that  nowhere  hi  the 
world  will  employment  suffer,  or  prices  be 
depressed  by  artificial  competition,  as  a  result 
of  the  sending  of  rolling-stock  to  Russia  by 
Germany  in  place  of  payments  made  to  us 
on  account  of  reparations.  If  only  we  could 
all  make  up  our  minds  to  the  fact  that  by 
pouring  into  Russia  the  goods  she  most  needs 
— that  is  to  say,  rolling-stock  and  agricultural 
machinery — Germany  would  be  making  a  far 
greater  contribution  towards  redressing  the 
wrong  which  she  has  wrought  than  by  making 
payments  to  us  which  drive  our  own  people  out 
of  employment ;  if  only,  I  say,  we  could  make 
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up  our  minds  to  this  fact  and  act  upon  it, 
there  would  be  more  hope  than  there  is  to-day 
of  our  emerging  from  the  slough  of  depres- 
sion into  which  we  have  been  driven  by 
the  economic  provisions  of  the  Treaty  of 
Versailles. 

It  is  not  enough  to  say  that  rolling-stock 
must  be  sent  to  Russia  by  Germany.  The 
type  of  locomotives  and  of  wagons  must  be 
standardised  so  that  the  material  turned  out 
by  all  factories  engaged  on  it  may  be  able 
to  use  the  same  spare  parts.  And  the 
destination  must  be  fixed  according  to  where 
the  need  is  greatest,  where  there  is  the  greatest 
demand  for  the  means  of  moving  goods.  In 
the  same  way  the  supply  of  rolling-stock  and 
the  supply  of  agricultural  machinery  must  be 
co-ordinated,  so  that  the  most  efficient  use 
of  both  may  lead  to  the  export  of  the  greatest 
possible  amount  of  corn  at  the  least  possible 
cost.  Practical  questions  of  this  description 
will  call  for  settlement  as  soon  as  the  principle 
is  accepted  that  the  reparations  of  Germany 
shall  take  the  form  of  rolling-stock  and  agri- 
cultural machinery  for  Russia.  And  they 
will  have  to  be  settled  quickly,  so  that,  when 
trade  with  the  Russian  people  is  possible,  we 
may  set  the  wheels  in  motion  before  the 
conditions  arise  which  we  must  avert  unless 
we  would  starve. 
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That  is  the  principal  reason  why  they  must 
be  settled  quickly.  It  is  a  compelling  reason. 
We  need  no  other.  But  there  is  another.  I 
said  at  an  earlier  stage  of  this  inquiry  that 
we  must  guard  against  a  penetration  of 
German  interests  across  her  eastern  frontier 
at  our  expense.  We  cannot  listen  to  tales 
of  weakness  in  the  West  if  the  weakness  is 
the  logical  counterpart  of  strength  in  the 
East.  It  is  impossible  to  keep  Germany 
out  of  Russia.  Let  no  man  attempt  the 
impossible.  But  there  is  room  for  us  there 
too.  And  our  role  will  be  to  see  that  Russia 
is  helped,  and  not  exploited.  We  will  take 
a  hand  in  what  is  given  to  her.  Russia  shall 
be  Germany's  scene  of  reparation.  The 
measure  of  our  renouncement  to  make  this 
possible,  and  the  measure  of  our  assistance 
to  Poland,  which  is  the  stepping-stone  to 
Russia,  will  determine  our  ultimate  participa- 
tion in  the  building  up  of  a  new  prosperity 
in  Russia.  These  things  will  determine 
whether  Russia,  when  our  need  arises,  will 
send  us  food. 


CHAPTER  XVI 

CONCLUSIONS   REGARDING   REPARATIONS 

THIS  brings  us,  I  think,  to  the  end  of  our 
examination  of  the  question  of  reparations. 
The  investigation  has  carried  us  into  many 
byways  in  many  lands,  and  at  the  end  of  it 
I  must  confess  to  a  sense  of  some  slight  con- 
fusion. It  seems  to  me  that  we  have  arrived 
at  a  large  variety  of  conclusions,  the  relation 
of  which  to  one  another,  and  to  our  reparations 
policy,  will  remain  obscure  unless  we  now 
attempt  to  collect  them  and  determine  both 
their  relative  importance,  and  their  inter- 
dependence on  one  another,  in  the  general 
scheme  of  things.  That  is  what  we  have  got 
to  bear  in  mind.  The  general  scheme  of 
things.  We  must  look  at  things  as  a  whole. 
The  world  is  made  up  of  &  lot  of  problems. 
These  problems  do  not  stand  by  themselves. 
They  do  not  arise  out  of  isolated  causes. 
They  arise  out  of  ourselves.  Out  of  our  own 
imperfections.  Out  of  our  own  struggles. 
And  we  are  not  all  struggling  in  the  same 
direction.  Our  problems  are  the  expression 
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of  the  consciousness  of  individuals,  of  com- 
munities, of  nations,  of  continents,  of  races. 
All  we  can  do  in  a  lifetime  is  to  try  to  find 
a  gleam  of  light,  then  pass  away  and  hand 
on  the  problems  to  those  who  come  after  us, 
hoping  that  the  gleam  of  light  that  we  have 
shed  upon  the  affairs  of  our  time  may  help 
them,  in  theirs,  to  make  a  larger  stride  forward 
than  we  have  done.     In  our  lifetime  we  shall 
not  put  the  world   straight.      The  shock  of 
the   war,   its   tragedy,  its   waste   in  life   and 
treasure,  the  wounds  and  sores  it  has  left  in 
the  hearts  of  men,  will  endure  long  after  we 
who  search  for  peace  have  passed  away.     All 
we   may  hope   for  is   that   we   may   achieve 
something,  just   some  little   thing,  that   will 
be  remembered  to  our  credit,  on  account  of 
which  our  endeavour  will  not   be   forgotten 
all  too  soon.     Our  problem  to-day  is  to  find 
a   way  of  paying  for   our  food.      It  is   the 
legacy  the  war  has  left  us.     We  must  look 
upon  all  the  other  world  problems  with  which 
we  are  concerned  with   the  eyes  of  hungry 
people.     We  can  be  no  party  to  any  solution 
of  those  other  problems  which  aggravates  our 
own,  or  which,  indeed,  does  not  contribute  to  the 
solution  of  it.     The  economic  upset  which  the 
war  has  brought  in  its  train  all  the  world  over 
has  hit  different  countries  in  different  ways ; 
but,   since    the  destruction    of  capital   is  in 
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one  way  or  another  responsible  for  all  the 
different  ills  from  which  we  suffer  in  different 
ways,  whatever  steps  be  taken  to  build  up 
capital,  wherever  they  be  taken,  will  react 
on  conditions  everywhere,  and  will  ,  help 
us,  directly  or  indirectly,  to  solve  our  food 
problem.  But  when  we  come  to  examine  the 
remedies,  we  find  that  all  our  interests  are 
served  by  acting  on  one  or  two  broad  prin- 
ciples which  affect  us  all  in  different  ways, 
and  yet  bring  us  all  together,  and  establish, 
not  only  a  community  of  purpose,  but  also 
a  community  of  interest  which  will  preserve 
our  unforgettable  community  of  spirit. 

Our  conclusions  with  regard  to  reparations 
may  really  be  very  briefly  summarised  as 
follows : — 

(1)  It  is  not  what  can  be  squeezed  out  of 

Germany  that  matters,  so  much  as 
how  Germany  can  contribute  to  the 
salvation  of  Europe. 

(2)  If  we   merely   call    upon   Germany, 

blindly  though  justly,  to  pay  cer- 
tain sums  of  money  which  we  call 
reparations,  she  will  pay  them,  as 
she  is  paying  them  now,  in  such  a 
way  that  unemployment  here  results 
directly  from  those  payments. 

(3)  Germany  is  giving  away  the  product 
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of  her  labour  in  order  to  secure  the 
markets  of  the  world,  and  in  order 
to  oust  us  from  them.  Her  repara- 
tions payments  are  reduced  by  what 
she  gives  away,  and  the  consequent 
destruction  of  the  effective  demand 
for  goods  of  our  manufacture  renders 
our  workers  idle. 

(4)  If  we  specify  the  goods  which  Ger- 

many shall  deliver,  and  also  their 
destination,  Germany  will  no  longer 
be  able  to  give  away  the  products  of 
her  labour  in  markets  of  her  own 
selection. 

(5)  In  that  case  German  prices  will  rise 

and  so  will  Germany's  external 
purchasing  power. 

(6)  A    concession    must    be    made    to 

Germany,  on  the  total  amount  of 
reparations  claimed,  in  return  for 
her  giving  us  the  necessary  measure 
of  control  of  her  finances  to  enable 
us  to  prevent  her  from  using 
her  capital  resources,  her  printing 
presses,  her  power  to  impose  tariffs, 
and  the  product  of  her  labour  in 
a  manner  harmful  to  our  interests. 

(7)  We   must   take    steps   to   stop    the 

gamble  in  money. 
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(8)  We  must  cancel  the  debt  of  France 

and  of  our  other  Allies. 

(9)  We  must  reduce  our  own  price-levels 

so  that  when  we  have  mitigated  as 
far  as  we  can  the  economic  disturb- 
ance in  the  world,  the  products  of 
our  labour  may  compete  on  a  footing 
of  equality  with  the  products  of  the 
labour  of  other  people. 

The  reasons  for  these  various  measures,  and 
the  means  of  giving  effect  to  them,  have  been 
discussed  at  length,  and  there  is  no  occasion 
to  traverse  the  ground  again.  We  started 
this  inquiry  by  asking,  What  is  money  ?  And 
we  went  on  to  trace  its  influence  on  the  world 
conditions  with  which  we  have  to  contend 
to-day.  Let  us  end  this  inquiry  where  we 
began  it.  Let  us  get  back  to  first  principles 
—back  to  money.  But  instead  of  watching  it 
roll  round  the  world  disturbing  everywhere 
the  balance  that  is  necessary  to  trade,  let  us 
try  to  find  out  the  basis  of  its  distribution 
between  man  and  man. 


CHAPTER   XVII 

THE   DISTRIBUTION    OF   WEALTH 

THE  subject  is  not  easy  to  discuss,  because 
it  is  one  on  which  opinion  is  divided  into  only 
two  camps.  Everyone  is  pulling  one  way  or 
the  other.  There  is  no  middle  course.  And 
people  are  so  busy  pulling  that  it  does  not 
occur  to  them  to  stop  pulling  whilst  they  find 
out  what  can  be  achieved  without  pulling. 
There  is  much  too  much  controversy  about 
the  unequal  distribution  of  wealth.  There  is 
much  too  little  understanding.  There  is  much 
too  little  effort  to  seek  out  understanding  and 
build  upon  it.  In  an  atmosphere  of  con- 
troversy there  is  suspicion,  there  are  hasty 
judgments,  the  cold  logic  of  reason  is  threat- 
ened by  the  opportunism  of  heated  blood. 
We  must  forget  the  controversy  which  rages 
around  us,  lest  we  forget  the  problems  which 
face  us.  We  must  drop  controversy.  Then 
there  will  be  no  bitterness.  Hitherto  in  this 
brief  discussion  of  our  necessities  and  of  our 
troubles  there  has  been  no  bitterness  at  all. 
We  have  discussed  capital  and  the  price  of 
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labour,  price-levels  and  costs  of  production, 
without  discovering  robbers  lurking  in  the 
strongholds  of  Capitalism  or  evil-intentioned 
men  abusing  the  power  of  Trade  Unions. 
And  yet  I  think  it  may  be  claimed  that  we 
have  reached  a  certain  measure  of  agreement 
on  quite  a  number  of  points,  and,  what  is  far 
more  important,  we  have  demonstrated  the 
urgent  need  for  hard  work  all  round  without 
finding  it  necessary  to  enter  into  acrimonious 
recriminations  on  the  subject  of  responsibility 
for  the  fact  that  this  most  urgent  need  has 
arisen.  If  we  all  pull  together  we  shall  suc- 
ceed in  pulling  the  old  world  round,  and  the 
economic  tangle  will,  in  the  process  of  its 
unravelling,  yield  fresh  proofs  of  our  com- 
munity of  spirit  with  France.  But  if  we  are  to 
pull  together  in  the  international  tug-of-peace, 
if  indeed  we  are  to  be  able  to  do  so  at  all,  we 
must  begin  by  pulling  together  at  home.  Our 
community  of  national  spirit  with  France  is  a 
grand  thing.  We  all  know  that.  It  is  some- 
thing that  we  feel  when  we  feel  big  things. 
It  is  something  that  we  remember  when  we 
are  reminded  that  we  have  not  yet  renounced 
our  claim  to  the  money  we  lent  to  France, 
when  we  were  pooling  other  things  as  well,  for 
a  cause  which  was  our  trust  as  much  as  hers. 
That  is  why  I  say  that  our  community  of 
spirit  with  France  is  a  grand  thing.  But 
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what  have  we  got  at  home  ?  Like  every  other 
country  in  the  world,  we  suffer  from  lack 
of  understanding.  We  don't  understand  one 
another.  But  we  do  a  lot  of  talking.  We 
talk  about  classes.  We  have  upper  classes 
and  lower  classes,  and  upper  middle,  middle 
and  working  classes.  Sometimes  we  are 
divided  horizontally,  sometimes  vertically.  It 
doesn't  really  matter  much  how  often,  or  in 
what  way,  or  for  what  purpose,  we  are  divided 
up  and  have  our  degree  of  middleness  deter- 
mined by  where  we  buy  our  meat  or  used  to 
drink  our  beer.  What  matters  is  that  we  are 
divided,  and  that  it  is  all  wrong.  We  have 
not  always  seen  eye  to  eye  with  France,  since 
the  war,  on  matters  on  which  agreement 
would  have  been  easy  if  our  interests  had 
been  identical,  as  they  should  be,  and  as  some 
day  they  no  doubt  will  be.  It  is  the  same 
with  us  at  home.  It  is  a  matter  of  interest. 
Our  interests  must  all  be  the  same.  We  must 
try  to  find  out  whether  they  are  the  same. 
If  not,  I  want  to  know  where  they  differ. 
Looking  again  outside  of  England,  we  know 
that  we  have  got  to  make  a  tremendous  effort 
to  sell  our  goods  in  the  markets  of  the  world. 
We  know  that  we  must  export  things  to  pay 
for  our  imported  food.  We  know  that  we  are 
not  exporting  nearly  enough  at  present.  We 
know  quite  well  that  no  one  can  help  us  to 
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bring  down  our  price-levels  if  we  do  not  help 
ourselves.  It  requires  a  national  effort.  And 
that  brings  us  home  again.  Every  nation  is 
made  up  of  individuals.  And  the  only  thing 
that  the  individual  can  do  to  help  in  the 
national  effort  is  to  get  on  with  his  own  job. 
That  is  what  it  comes  to.  It  is  a  good  thing 
to  have  something  in  common  at  the  starting- 
point.  We  needn't  worry  about  the  winning- 
post.  If  we  reach  the  winning-post  we  shall 
all  be  out  of  breath.  We  shall  have  that  in 
common  then,  and  we  shall  have  the  tale  of 
the  race  to  tell.  But  if  the  tale  is  to  be  told 
the  race  must  be  run.  That  is  why  we  must 
get  started.  That  is  where  the  urgent  need 
for  our  effort  helps  us.  Our  real  need  of  food 
may  yet  exercise  a  compelling  influence  on 
our  industriousness.  The  duke  and  the  coal- 
heaver  must  both  get  on  with  their  jobs. 
Also  the  man  next  door  for  whom  we  may 
not  have  a  good  word  to  say.  It  is  import- 
ant to  remember  him.  It  is  important  to 
remember  that  you  have  got  something  in 
common  with  him.  The  fact  of  the  matter 
is  that  your  own  breakfast  the  day  after 
to-morrow  morning  depends  on  what  you  do 
to-day  and  to-morrow.  I  don't  care  who  or 
what  you  are.  And  I  don't  mind  if  you  are 
rich  or  poor  as  the  terms  are  used.  You  may 
indeed  be  literally  starving  or  have  money 
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enough  to  pay  for  all  that  you  will  ever  need. 
None  of  these  things  matter.  We  must  export 
goods  to  pay  for  our  imported  food.  That 
means  that  we  must  sell  goods  abroad  at  prices 
which  are  at  least  as  low  as  those  at  which 
other  countries  are  prepared  to  sell  similar 
goods  of  the  same  quality.  In  order  to  be 
able  to  do  that  we  must  bring  down  our 
price-levels.  We  must  bring  down  the  price 
of  everything.  We  cannot  otherwise  pay  for 
food  which  we  buy  in  America.  We  cannot 
pay  for  food  in  America  unless  America 
imports  goods  which  are  the  equivalent  of 
the  food  which  she  exports.  It  is  not  enough 
to  have  money  and  say,  "  I  will  spend  it  on 
food  in  America."  America  does  not  want 
your  money  unless  she  wants  something  which 
your  money  will  buy.  She  may  want  nothing 
that  is  made  in  England,  but  may  want  a  lot 
of  things  that  are  made  in  France.  In  that 
case  America  might  buy  French  money  with 
your  money.  But  France  will  not  exchange 
her  money  for  English  money  unless  she  wants 
to  buy  something  which  must  be  paid  for  in 
English  money.  So,  you  see,  we  must  export 
goods  if  we  are  going  to  pay  for  our  imported 
food.  And  unless  we  do  so  we  shall  starve. 
There  is  no  alternative.  And  the  rich  man 
will  starve  with  the  poor  man.  That  is  why 
I  say  that  you — whoever  you  are  and  what- 
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ever  your  worldly  possessions — you  will  not 
get  your  very  own  breakfast  the  day  after 
to-morrow  morning  if  you  do  not  get  on  with 
your  very  own  job  to-day  and  to-morrow.  It 
comes  back  to  this,  that  money  in  itself  is  not 
an  index  of  prosperity.  It  is  a  vital  element 
in  its  production  and  a  key  to  its  enjoy- 
ment where  tokens  are  needed  to  facilitate 
the  exchange  of  commodities.  That  is  all. 
On  a  desert  island  it  makes  you  look  silly.  It 
is  our  common  effort  which  will  determine 
whether  there  will  be  food  to  buy.  Ability 
to  buy  it  when  it  is  there  depends  on  your 
individual  purchasing  power.  It  is  of  the 
greatest  possible  importance  that  we  should 
follow  up  this  conclusion  and  drive  it  home. 
Wealth  is  needed  to  produce  more  wealth ; 
prosperity  depends  on  wealth  being  there  to 
distribute,  but  the  distribution  of  wealth  is 
a  different  matter  altogether.  In  other  words, 
we  have  all  got  to  work  as  hard  as  ever  we 
can  to  produce  wealth  to  distribute.  If  we 
don't  we  shall  all  starve ;  rich  and  poor  alike. 
If  we  do  not  produce  the  wealth  necessary  to 
save  us  from  starvation  the  problem  of  the 
basis  of  distribution  of  wealth  between  man 
and  man  will  not  arise,  because  first  there  will 
be  no  wealth  to  distribute,  and  secondly,  there 
will  only  be  dead  bodies  to  enjoy  it.  That 
is  the  great  truth  which  we  have  arrived  at, 
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and  which  cannot  be  gainsaid,  that  regardless 
of  the  manner  of  the  distribution  of  wealth, 
and  irrespective  of  whether  all  men  are  rich 
or  all  men  poor,  the  very  existence  of  these 
islands  of  ours  depends  on  the  effort  we  make 
now  to  export  goods  to  pay  for  the  food 
without  which  we  shall  starve.  And  yet  there 
are  men  and  women  who  have  not  the  money 
in  their  pockets  wherewith  to  pay  for  a  crust 
of  bread.  To  such  people  it  is  cold  comfort 
to  be  told  that  a  time  may  come  when  even 
if  they  were  rich  there  would  still  be  no  food 
wherewith  to  feed  them.  And  yet  it  is  true. 
Unless  the  costs  of  production  are  reduced  we 
shall  not  be  able  to  pay  for  our  food.  And 
unless  we  pay  for  our  food  we  shall  starve. 
If  not  to-morrow,  then  the  day  after.  It  is  a 
question  of  price-levels.  It  is  a  question  of 
selling  our  labour  as  cheaply  as  possible. 
It  is  a  question  of  making  the  product  of 
our  labour  as  great  as  possible  in  order 
that  we  may  increase  what  we  get  in  return. 
That  is  the  only  way  to  pay  for  our  food. 
That  is  the  only  way  to  produce  more  than 
is  needed  to  sustain  life.  It  is  the  only  way 
to  build  up  capital.  It  is  the  only  way  to 
build  up  wealth.  And  unless  wealth  is  built 
up  there  will  be  no  wealth  to  distribute.  And 
if  there  is  no  wealth  to  distribute  there  is  no 
use  in  discussing  how  it  is  to  be  distributed. 
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So  I  say  again  that  every  man  must  get  on 
with  his  job  ;  rich  and  poor  alike.  Otherwise 
we  shall  all  starve.  Otherwise  we  shall  all  go 
under  in  the  chaos  and  disaster  which  must 
result  from  our  inability  to  feed  our  people. 
It  is  an  awful  thought.  It  is  unimaginable. 
The  salvation  of  Europe  depends  on  your 
effort  and  on  mine.  We  must  bite  it  off  as 
we  have  bitten  off  other  things.  America  is 
giving  us  credit.  America  will  go  on  doing 
so  whilst  she  can.  But  America  is  suffering, 
as  we  are,  because  she  is  a  creditor  nation. 
She  cannot  sell  because  no  one  can  afford  to 
buy  what  she  has  to  sell.  The  great  American 
people  are  our  own  kith  and  kin.  We  shall 
never  quarrel.  But  we  have  held  our  heads 
as  high  as  theirs  in  the  past.  We  must  go 
on  doing  so.  She  knows  it.  We  must  go  on 
inspiring  one  another.  Our  past  is  America's 
inspiration.  We  are  the  old  country.  We 
must  help  her  to  be  the  new.  If  we  do  not 
work  out  our  salvation  she  will  not  work  out 
hers.  We  must  pay  for  our  food.  We  must 
honour  our  bill.  Continents  are  looking  on. 
It  is  a  matter  of  price-levels.  It  rests  with 
you  and  me.  It  does  not  rest  with  this 
Government  or  with  that,  with  this  or  that 
policy,  with  this  or  that  tariff;  it  rests  with 
you  and  it  rests  with  me.  You  and  I  may  be 
rich,  or  we  may  be  poor,  if  we  do  not  help  to 
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reduce  our  price-levels  we  shall  both  starve. 
America  cannot  help  us  unless  we  help  our- 
selves. And  yet,  if  we  do  not  help  ourselves, 
if,  iii  fact,  the  time  comes  when  America 
cannot  go  on  sending  us  food  for  which  we 
do  not  pay  and  which  yet  we  need,  we  shall 
blame  America.  Don't  forget  that.  We 
shall  say  all  sorts  of  things  about  America. 
And  we  shall  be  wrong.  But  we  shall  be 
hungry  people.  And  the  reason  of  hungry 
people  gives  way  before  unstable  opportun- 
ism. Of  such  things  are  quarrels  made.  Out 
of  such  things  do  conflicts  arise.  Between 
America  and  ourselves  such  a  thought  is 
unthinkable.  For  we  shall  remember  to  the 
end  of  time  the  long  line  of  ships  which  joined 
two  continents  in  1918  and  shared  in  the  effort 
and  the  glory  of  calling  a  halt  for  ever  to  the 
hosts  of  desolation. 

I  have  dwelt  at  some  length  on  our  food 
position  for  two  reasons.  First,  because  nothing 
is  of  greater  importance.  In  the  last  resort 
nothing  else  matters  at  all.  And  secondly,  I 
have  dwelt  upon  it  because  as  this  investiga- 
tion has  proceeded  the  problem  of  our  food 
has  afforded  an  illustration  of  our  need  to 
work,  irrespective  of  the  manner  in  which  we 
share  with  one  another  the  products  of  our 
labour.  I  hope  that  everyone  else  is  as  con- 
vinced as  I  am  that  our  very  existence  depends 
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on  the  individual  effort,  irrespective  of  class  or 
party,  to  reduce  our  costs  of  production  so 
that  we  may  increase  our  exports.  If  we  can 
only  succeed  in  getting  the  wheels  of  trade 
out  of  the  stagnant  morass  into  which  they 
have  fallen,  and  from  which  they  can  only  be 
dragged  if  we  all  pull  at  once  and  all  pull  as 
hard  as  ever  we  know  how,  if  we  can  only 
succeed  in  doing  that,  all  will  be  well  with  us, 
and  we  shall  improve  the  standard  of  living  in 
these  islands  of  ours.  Ultimately  that  must 
be  our  aim.  But  we  cannot  pursue  the  sun- 
shine until  we  are  out  of  the  wood.  We  are 
not  yet  out  of  the  wood,  and  the  road  we  have 
to  traverse  is  dark  as  well  as  long.  It  is  steep 
as  well  as  bumpy.  But  it  is  straight.  It  will 
be  our  own  fault  if  we  lose  our  way.  If  we 
fall  by  the  wayside  our  race  will  have  failed. 
It  will  be  our  own  failure  if  we  do  not  reach 
the  sunshine.  We  shall  reach  the  sunshine. 
And  when  we  have  reached  it  there  will  still 
be  rich  and  poor.  Some  of  us  will  have  much. 
Many  more  of  us  will  have  little.  At  every 
point  of  our  inquiry  we  have  encountered  an 
economic  question,  Why  ?  Each  time  we 
have  tried  to  answer  it.  In  a  rough-and-ready 
way  we  have  tried  to  search  out  the  facts 
necessary  to  enable  us  to  form  an  opinion  and 
decide  what  is  required  of  us.  We  have 
arrived  at  a  number  of  conclusions  of  which 
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we  can  feel  that  they  are  at  any  rate  partly 
right.  We  must  try  to  do  so  again.  We  are 
up  against  another  Why  ?  When  we  have 
reached  the  sunshine  there  will  still  be  rich 
and  poor.  Why  ?  When  we  have  reached 
the  warmth  and  the  light  of  the  sun  some  of 
us  will  still  be  cold  and  some  will  still  be  in 
darkness.  Why  ?  That  is  our  present  Why  ? 
It  is  the  last  that  we  shall  attempt  to  answer. 
One  of  the  things  which  we  found  out  at  an 
earlier  stage  of  this  inquiry  was  that  the  cost 
of  carrying  a  ton  of  coal  from  Yorkshire  to 
London  is  made  up  almost  entirely  of  wages. 
It  is  the  same  with  everything  else.  The 
price  of  everything  else  resolves  itself  ulti- 
mately almost  entirely  into  wages  for  this  or 
that  operation,  or  for  this  or  that  service 
rendered.  It  is  this  fact  which  makes  it  so 
important  that  the  output  produced  in  return 
for  a  given  wage  should  be  as  high  as  possible 
in  order  that  prices  may  be  low,  in  order  that, 
in  fact,  the  purchasing  power  of  that  same 
wage  may  be  high ;  in  order  that  the  man 
who  makes  boots  may  be  able  to  obtain  house 
and  food  and  clothes  and  tobacco  and  beer 
in  return  for  the  labour  he  puts  into  the 
making  of  the  boots,  which  are  the  only  thing 
he  has  to  offer  in  exchange  for  house  and  food 
and  clothes  and  tobacco  and  beer.  If  he  has 
nothing  to  offer  he  must  go  without  them. 
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There  is  no  other  way  of  getting  them.  That 
is  why  his  power  to  purchase  what  he  needs 
depends  on  his  making  boots  as  though  his 
life  depended  upon  it  whilst  he  is  making 
boots.  His  life  does  depend  upon  it  now. 
When  he  has  reached  the  sunshine  his  standard 
of  life  will  depend  upon  it.  When  he  is  satis- 
fied with  his  standard  of  life  his  ability  to  save 
will  depend  upon  it.  His  savings  will  be  his 
wealth.  His  wealth  will  afford  him  the  oppor- 
tunity of  providing  capital  to  some  trade  or 
industry  which  needs  it — a  new  railway,  for 
example,  in  Australia.  His  capital  will  give 
an  opportunity  to  the  workers  on  the  railway 
to  earn  purchasing  power,  to  sustain  life,  to 
improve  their  standard  of  living,  to  save,  to 
lend  their  savings  in  the  form  of  capital 
to  industry.  According  to  what  he  saves  the 
capital  which  the  bootmaker  lends  to  the 
Australian  Railway  Company  will  be  much  or 
little.  He  will  buy  one  share  or  two  shares, 
ten  or  twenty,  fifty  or  a  hundred,  and  so  on. 
He  will  be  a  small  capitalist  or  a  big  capitalist. 
Anyway  he  will  be  a  capitalist.  And  his 
capital  will  be  the  product  of  his  labour.  All 
capital  is  the  product  of  labour.  The  boot- 
maker's capital  is  the  product  of  his  own 
labour.  That  is  a  great  point  to  remember. 
It  is  the  product  of  his  own  labour.  That 
means  that  it  belongs  to  him  just  as  do  his 
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arms  and  legs  and  head  and  brains  and  soul. 
That  is  one  thing.  It  is  his  capital.  And  he 
has  not  taken  it  away  from  anybody  else. 
Nobody  is  any  poorer  because  he  has  got  it. 
If  he  employs  it  usefully  a  lot  of  people  may, 
on  the  contrary,  be  richer  because  he  has  got 
it.  If  he  gives  it  away  to  people  to  spend  it 
will  not  be  employed  at  all.  It  will  cease  to 
be  capital.  He  will  have  no  savings.  Industry 
will  have  to  go  without  the  capital  he  would 
be  able  to  lend  to  industry  if  he  had  savings. 
The  railway  in  Australia  will  not  be  built. 
The  railway  workers  will  not  be  employed. 
They  will  not  earn  money  wherewith  to  sus- 
tain life.  They  will  not  improve  their  standard 
of  living.  They  will  not  save.  They  will  not 
lend  their  savings  to  industry  to  serve  as 
capital.  A  definite  opportunity  will  have  been 
missed  of  making  poor  men  richer.  That  is 
what  happens  when  capital  is  given  away  to 
be  spent  in  ministering  to  daily  needs.  That 
is  what  happens,  also,  when  capital  is  taxed. 
It  reduces  the  opportunities  for  producing 
wealth.  Under  present  conditions  it  reduces 
our  ability  to  repair  the  ravages  of  the  war. 
We  had  to  live  on  our  savings  during  the 
war.  There  was  no  other  way  of  carrying  on. 
We  spent  our  savings.  We  cast  them  into 
the  air  in  shot  and  shell.  And  we  had  no 
revenue.  We  are  poorer  by  the  amount  of 
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the  savings  which  we  spent.  So  is  everybody 
else.  We  have  now  got  to  save  again  to  get 
back  to  where  we  were,  and  we  have  seen 
how  by  his  own  labour  the  bootmaker  may 
become  a  capitalist  by  making  boots  cheaply, 
and  that  without  taking  anything  that  does 
not  belong  to  him,  without  taking  anything 
that  is  not  his  own  due,  without  taking  any- 
thing away  from  anybody  else.  In  the  same 
way,  everybody  else  may  become  a  capitalist. 
In  good  times  there  are  many  capitalists.  In 
bad  times  there  are  fewer,  because  in  bad 
times  many  people  have  to  live  on  their  sav- 
ings. In  bad  times  we  have  to  share  our 
savings.  No  man  must  starve  whilst  there  is 
bread  in  the  land  to  share.  We  shared  our 
savings  in  the  bad  times  of  the  war.  We 
shared  them  with  France  and  with  Belgium 
and  with  Italy,  and  with  many  other  countries 
besides.  Our  unemployed  at  home  must  be 
fed  with  the  savings  of  other  people  unless 
purchasing  power  can  be  given  to  them  in 
return  for  their  labour.  Nobody  wants  their 
labour  because  the  price  of  it  is  too  high.  If 
those  who  have  work  will  do  more  work  for 
the  wage  they  receive  they  will  create  a 
demand  for  our  goods  which  can  be  satisfied 
by  the  labour  of  our  unemployed.  Only  by 
increased  individual  efficiency,  which  decreases 
the  amount  of  labour  which  requires  to  be 
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exchanged  for  things  which  we  need,  can  we 
create  a  demand  for  our  goods.  Only  in  this 
way  can  poor  men  become  rich.  There  is  no 
reason  whatsoever  why  all  poor  men  should 
not  become  rich.  It  is  not  the  rich  man  who 
prevents  the  poor  man  from  becoming  rich. 
It  is  the  poor  man  himself,  unless  he  reduces 
the  proportion  of  his  labour  which  he  requires 
to  give  in  exchange  for  any  one  thing  which 
he  requires.  Generally  speaking,  if  the  rich 
man  employs  his  wealth  usefully,  that  is  to 
say,  if  he  lends  it  to  serve  as  capital  in 
industry,  he  helps  the  poor  man  to  become 
richer.  In  principle,  therefore,  rich  men  are 
an  asset  to  every  community.  It  is  their 
savings  which  are  the  asset.  Savings,  that  is 
to  say,  which  industry  needs  to  serve  as  capital. 
There  are,  of  course,  many  rich  men  who  have 
not  acquired  their  own  wealth,  whose  wealth 
does  not  represent  their  own  savings  out  of 
the  product  of  their  own  industry.  If  they 
employ  their  capital  usefully  they  are  an  asset 
to  the  community.  If  they  do  not  they  are 
a  danger.  You  may  say  that  the  useful 
employment  of  capital  should  not  depend  on 
who  owns  it.  It  should  not  depend  on  the 
haphazard  selection  of  a  system  which  is  largely 
based  on  heredity.  You  may  say  that  it  is 
wrong  for  the  ownership  of  more  than  a  cer- 
tain amount  to  be  centred  in  one  man.  You 


WORLD  RECOVERY  175 

may  say,  yet  again,  that  the  products  of  the 
earth  are  yours  and  mine,  and  not  his  who 
happens  to  have  a  title  to  their  ownership, 
and  who  gets  rich  by  selling  what  you  say  is 
not  his  but  yours  and  mine.  You  may  say  all 
these  things,  and  you  may  be  right,  or  you 
may  be  wrong.  We  cannot  here  discuss  the 
merits  or  demerits  of  the  nationalisation  of 
this  or  that  industry,  of  land,  of  coal,  of  the 
railways,  of  the  means  of  transport  and  of 
other  public  services.  To  discuss  these  things 
would  take  us  right  away  from  the  questions 
which  we  have  set  out  to  answer,  and  would 
unduly  increase  the  length  of  this  inquiry. 
They  may  be  an  attractive  subject  for  another 
investigation  on  another  occasion ;  but  the 
result  of  that  investigation,  interesting  and 
important  though  it  would  be  to  us  in  deter- 
mining our  relation  and  our  attitude  towards 
the  general  scheme  of  things,  has  nothing  at 
all  to  do  with  the  things  which  are  engaging 
our  immediate  attention  now.  It  is  tremend- 
ously important  that  this  fact  should  be  under- 
stood and  remembered.  It  is  impossible  for 
us  to  say  whether  capital  would  be  more 
usefully  employed  if  it  were  differently  owned. 
It  is  impossible  for  us  to  hope  to  arrive  at  a 
finite  conclusion  on  that  great  controversial 
subject  as  to  whether  State  management  or 
control  in  industry  is  more  efficient  than 
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private  enterprise.  There  can  be  no  finite 
conclusion  on  that  subject.  State  manage- 
ment \vill  sometimes  be  good  and  will  some- 
times be  bad.  So  will  private  enterprise.  It 
must  be  so.  It  is  inevitable  whilst  human 
nature  remains  what  it  is.  The  efficiency  of 
State  enterprise  and  the  efficiency  of  private 
enterprise  will  always  depend  on  the  individual 
efficiency  of  the  people  who  compose  the  State, 
the  company,  the  partnership  or  the  industry. 
You  cannot  get  away  from  individual  effici- 
ency. You  cannot  do  without  it.  Inefficiency 
must  be  checked.  It  must  be  attacked  wher- 
ever and  whenever  it  is  found.  People  who 
waste  capital  are  inefficient.  Never  was  there 
a  time  when  we  could  more  ill  afford  to  watch 
capital  being  wasted.  People  who  spend  large 
incomes  wastefully  are  wasting  money  which 
might  serve  as  capital.  But  you  must  re- 
member that  such  people  are  best  parted  from 
their  money,  and  that  in  the  spending  they 
pass  it  on  to  others  who  mostly  need  it  more 
and  will  put  it  to  better  use.  It  is  hard  to 
say  what  constitutes  wasteful  spending.  It  is 
easy  to  judge  other  people.  There  are  many 
people  to-day  who  are  spending  more  than 
they  can  afford  in  order  not  to  cause  hardship 
in  quarters  where  their  spending  gives  employ- 
ment. You  cannot  in  a  day  determine  that 
money  shall  be  spent  in  this  way  or  in  that. 
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Each  individual  must  look  to  his  or  her  own 
individual  personal  efficiency.  That  is  the 
effort  that  is  needed,  whether  it  be  in  the 
making  of  a  boot  or  the  election  of  a  member 
of  Parliament.  Such  an  effort,  made  on  a 
great  scale,  by  every  thinking  man  and  woman 
and  girl  and  boy  in  the  land,  will  carry  us  into 
the  sunshine.  There  will  always  be  some  who 
will  fail  to  come  up  to  the  scratch.  Some 
will  take  longer  than  others  to  reach  the 
summit  of  their  capabilities.  Those  few  who 
fail  will  be  drawn  from  all  classes.  The 
humble  failure  will  pass  almost  unnoticed. 
Perhaps  he  will  not  be  noticed  at  all.  But 
the  rich  failure  will  be  in  the  limelight.  That 
is  his  greater  responsibility.  He  will  feel  the 
disapproval  of  his  fellow-man.  Public  opinion 
will  get  to  work  on  him  and  on  his  kind.  He 
will  get  out  or  get  under.  Even  to-day  there 
are  but  few  such  men.  To-morrow  there  will 
be  fewer.  It  is  a  cruel  injustice  to  brand  the 
rich  with  the  crimes  of  a  few  rich  men.  To 
dwell  on  the  shortcomings  of  others,  on  the 
shortcomings  of  a  numerically  small  number 
of  people,  and  to  denounce  a  whole  host  of 
others  on  account  of  the  shortcomings  of  a 
few  of  their  number,  is  as  unjust  as  it  is  unwise. 
Injustice  should  have  no  place  in  our  outfit. 
It  is  not  British.  And  lack  of  wisdom  impairs 
our  own  efficiency,  which  matters  more  to  us 
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than  that  of  other  people.  Vulgar  ostentation 
in  the  spending  of  money  is  disgusting  at  all 
times.  It  is  particularly  disgusting  now,  and 
we  must  all  resent  the  danger  which  it  con- 
stitutes to  the  success  of  our  great  effort  to 
employ  our  resources  to  the  best  advantage 
so  that  we  may  pay  for  our  food,  so  that  we 
may  improve  our  standard  of  living,  so  that 
we  may  save,  and  feed  industry  with  the 
capital  that  it  needs.  But  we  must  not  exag- 
gerate the  power  of  the  vulgar.  Their  vul- 
garity is  their  own  undoing.  They  are  no 
power  in  the  land.  They  represent  no  one 
but  themselves.  We  can  all  get  rich  without 
them.  We  can  all  get  rich  in  spite  of  them. 
In  the  process  they,  not  we,  will  disappear. 
The  fittest  will  survive.  It  was  ever  so.  It 
ever  will  be  so.  And  out  of  our  efforts  new 
ideas  will  emerge.  And  the  structure  of 
industry  will  take  new  forms  in  response  to 
the  pressure  of  the  new  ideas.  Above  all 
things  there  must  be,  and  there  will  be,  a 
growth  in  the  sense  of  responsibility  of  citizen- 
ship. That  must  follow  a  greater  understand- 
ing of  the  great  economic  problems  which 
only  the  labour  of  man  can  solve.  The  indi- 
vidual will  become  more  efficient  in  every 
department  of  his  being.  And  that  is  what  is 
needed  in  order  that  public  opinion  may  be 
sound  and  sensible  arid  well  informed.  When 


WORLD   RECOVERY  179 

the  great  mass  of  public  opinion  has  made  up 
its  mind  that  it  really  knows  what  it  wants,  it 
will  get  what  it  wants.  It  will  get  what  it 
wants  through  its  elected  representatives  in 
Parliament.  Parliament  will  represent  the 
efficiency  of  the  people.  A  new  efficiency 
which  will  become  articulate  as  soon  as  the 
result  of  the  great  effort  has  driven  us  out  of 
the  wood  into  the  sunshine.  This  new  effici- 
ency will  compel  the  efficient  employment  of 
capital,  the  efficient  management  of  our  indus- 
tries and  the  efficient  use  of  hand  and  brain. 
It  will  remove  anomalies  in  what  is  called  the 
distribution  of  wealth.  The  term  is  really  a 
wrong  one,  as  we  have  seen.  It  is  doubtful 
whether  a  change  in  the  control  of  capital 
would  be  useful  at  this  or  at  any  other  time. 
At  any  rate,  it  is  a  question  which  we  must 
leave  unanswered  whilst  we  are  getting  busy 
with  our  arrangements  for  paying  for  our  food. 
What  matters  to  us  at  the  moment  is  that  if 
the  control  of  capital  did  pass  into  other  hands 
it  would  not  follow  that  anyone  would  have 
more  money  to  spend.  For  we  know  that 
the  price  of  everything  is  made  up  largely  of 
wages.  A  dislocation  in  the  distribution  of 
the  return  on  capital  would  at  the  present 
time  put  more  people  out  of  employment,  and 
the  benefits  to  the  community  would  be  small 
and  doubtful,  and  out  of  proportion  to  the 
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possible  achievement  of  depriving  of  part  of 
their  incomes  those  few  people  who  spend 
their  money  in  vulgar  ostentation,  unlike  the 
vast  majority  of  rich  people,  who  spend  more 
on  others  than  on  themselves,  who  are,  as  we 
have  seen,  conscious  of  their  obligations,  who 
are  a  national  asset,  who  are  trying  to  preserve 
the  savings  which  are  theirs  for  useful  employ- 
ment in  the  industries  of  the  country.  It  is, 
as  I  have  said  before,  and  as  I  say  again,  the 
useful  employment  of  capital  which  matters, 
and  not  its  ownership.  It  is  its  useful  employ- 
ment, and  not  its  distribution.  If  it  is  usefully 
employed  in  industry,  and  if  industry  is  effici- 
ently managed,  and  if  each  worker  in  industry 
strives  to  attain  to  a  higher  efficiency — if  these 
three  conditions  are  fulfilled  it  will  not  be  the 
wealth  of  the  wealthy  that  will  keep  poor  men 
poor.  The  wealth  of  the  wealthy  will  then, 
on  the  contrary,  fulfil  a  fundamental  function 
in  raising  the  purchasing  power  of  money,  in 
improving  the  standard  of  living,  in  creating 
the  power  to  save  and  in  making  poor  men 
richer. 

Have  we  found  the  answer  to  our  last 
"Economic  Why"?  Have  we  found  for 
ourselves  the  wisdom  in  the  words  "  Thou 
shalt  not  covet  thy  neighbour's  '  possessions ' "  ? 
It  seems  to  me  that  we  have.  For  is  it  not 
clear  that  the  wealth  of  the  wealthy  is  not  a 
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stumbling-block  to  the  poor  man  who  would  be 
rich  ?  Is  it  not  clear  that  the  poor  man  who 
would  be  rich  must  look  to  his  own  efficiency 
to  satisfy  his  ends  and  not  to  the  riches  of  his 
neighbour?  Give  him  a  rich  man's  capital, 
and  of  course  he  will  have  a  larger  income  if 
he  employs  it  usefully.  But  that  is  merely 
transferring  the  accident  of  ownership  from 
one  man  to  another.  It  may  be  wrong  for 
one  man  to  have  too  much,  but  it  is  not  the 
reason  why  the  poor  man  has  too  little.  There 
is  no  permanent  remedy  in  taking  from  one 
man  and  giving  to  another  what  you  have 
taken  from  him.  All  you  can  do  is  by  public 
opinion  to  force  the  employment  of  capital 
into  useful  channels.  Our  system  of  taxation 
imposes  greater  obligations  on  the  rich  than 
on  the  poor.  Big  incomes  are  taxed  on  a 
higher  scale  than  small  ones.  Death  duties 
on  large  fortunes  are  higher  than  on  small 
ones.  The  principle  is  universally  admitted 
and  acted  upon  that  the  community  has  con- 
tributed to  the  accumulation  of  the  wealth 
of  the  individual.  And  the  community  claims 
its  share.  The  principle  is  capable  of  ex- 
pansion and  extension.  In  bad  times  it  is 
extended.  In  the  bad  times  in  which  we  live 
taxation  has  risen  to  untold  heights.  Industry 
is  taxed  to  a  degree  which  is  almost  un- 
bearable. In  fact,  the  taxation  of  industry  is 
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a  burden  which  contributes  seriously  to  our 
inability  to  sell  our  goods.  Our  capital 
reserves  are  unequal  to  our  need.  We  need 
more  rich  men.  That  is  a  thought  with  which 
we  may  comfort  one  another.  Our  survival 
and  our  ultimate  prosperity  depend  on  our 
building  up  our  capital.  They  depend  on  our 
ability  to  save  so  that  we  may  build  houses 
and  improve  our  standard  of  living.  The 
pre-war  days  have  gone  for  ever.  If  there 
had  been  no  war  the  growth  of  pride  of 
citizenship  might  have  been  slower,  but 
already  there  was  a  healthy  awakening  in 
the  minds  of  men,  and  public  opinion  was 
changing  the  outlook  in  every  home.  The 
great  forces  of  progress  were  on  the  march. 
The  aspirations  of  what  is  called  Labour  were 
articulate.  The  process  had  begun  out  of 
which  has  grown,  not  only  the  idea,  but  also 
the  reality  of  common  interest  and  common 
effort  in  the  common  task  of  carrying  a  fail- 
share  of  our  birthright  into  every  home  in  our 
land.  Struggles  there  were  bound  to  be  then. 
Struggles  there  are  bound  to  be  now ;  but 
face  the  issue  how  we  may,  one  great  truth 
remains  as  our  sheet-anchor.  There  is  some- 
thing which  we  all  have  in  common.  It  is 
the  need  to  export  goods  to  pay  for  our  food. 
Out  of  this  need  is  born  the  necessity  that  we 
should  all  get  together  and  find  a  way  of 
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travelling  along  the  same  road  to  a  higher 
efficiency.  That  is  our  first  and  greatest  need. 
Everything  else  must  be  subordinated  to  that 
need.  Our  existence  depends  on  it.  And  all 
those  other  things  depend  on  it  which  depend 
on  us.  What  do  I  mean?  What  other 
things  are  there  that  depend  on  us  ?  Can  you 
hear  the  echo  to  the  answer  to  that  question  ? 
Can  you  hear  the  breeze  in  our  flag  to  North 
and  South  and  East  and  West  ?  We  are  up 
against  it,  you  and  I.  And  we  stand  for  all 
that  our  flag  has  ever  meant  to  anyone  any- 
where in  the  whole  wide  world.  The  effort 
that  is  required  of  us  is  tremendous.  The 
whole  world  is  looking  on. 


CHAPTER  XVIII 

CONCLUSION 

AT  every  stage  of  this  inquiry  we  have 
bumped  up  against  an  "  Economic  Why  ? " 
We  set  out  together  to  see  if  we  could  find 
out  what  are  the  ills  from  which  the  world  is 
suffering.  We  have  tried  as  we  have  gone 
along  to  find  remedies  for  the  evils  which  have 
appeared  to  us  to  bar  our  way  to  recover  from 
the  tragedy  of  the  war.  Time  has  passed. 
These  pages  have  been  written  in  leisure 
hours.  Arduous  hours  they  have  been.  For 
I  see  no  light  in  the  deliberations  of  our  great 
men.  I  will  not  name  them.  I  have  named 
no  one  in  this  book.  I  am  concerned  with 
the  issues  themselves,  and  not  with  the  people 
who  make  the  speeches  and  leave  unsolved 
the  problems  which  baffle  them  as  well  as  you 
and  me.  I  myself  shall  remain  nameless 
because  I  matter  least  of  all.  My  hope  is  not 
that  I  may  have  helped  to  solve  the  great 
problems  of  our  time  which  have  hitherto 
defeated  the  greatest  brains  in  Europe.  My 
hope,  if  I  am  not  too  ambitious,  is  that  I  may 
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have  furnished  to  some  a  basis  for  discussion — 
a  basis  which,  perhaps,  they  lacked.  My 
conclusions  are  incomplete  for  lack  of  know- 
ledge. Perhaps  even  on  admitted  facts  they 
are  erroneous  for  lack  of  judgment.  If  so  I 
await  their  refutation.  I  have  two  principal 
obsessions.  One  is  our  food.  The  other  our 
relations  with  France. 

I  have  said  enough  about  our  food  problem. 
And  you  will  remember  that  I  turned  to 
Russia  as  a  source  of  possible  supply.  You 
will  remember  also  that  linked  up  with  this 
food  problem  I  discussed  reparations,  and  that 
the  argument  we  pursued  together  led  us  to 
the  idea  that  German  reparations  might  take 
the  form  of  gifts  of  labour  to  Russia,  in  the 
shape  of  agricultural  machinery  and  rolling- 
stock,  and  that  these  gifts  would  help  Russia 
to  send  us  food.  There  may  be  other  ways  of 
making  Germany  pay  without  harming  us. 
There  may  be  other  ways  of  getting  food. 
I  can  think  of  no  better  way  of  doing  both 
of  these  things  I  know  of  no  other  way  of 
giving  Russia  the  help  she  will  need  to- 
morrow. We  have  few  obligations  greater 
than  our  obligation  to  the  Russian  people. 
The  day  will  come  when  we  can  meet  that 
obligation.  We  must  be  prepared.  We  can 
be  prepared.  That  is  how  our  proposal  strikes 
me.  I  can  hear  the  objections  of  many 
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people.  I  can  hear  them  say  that  1  am  pro- 
posing to  hand  over  Russia  to  Germany.  I 
can  hear  them  say  that  if  Russia  is  flooded 
with  German  goods,  German  goodwill  will  be 
established  in  Russia  at  our  expense,  and  that 
we  shall  have  been  ousted  from  the  markets 
of  Russia  for  evermore.  To  these  critics  there 
is  a  very  simple  answer.  It  can  be  put  in  the 
form  of  a  question.  If  Germany  can  capture 
the  markets  of  Russia  by  giving  away  the 
products  of  her  labour,  will  she  be  less  likely 
to  achieve  this  result  if  she  sells  her  labour 
instead  of  being  obliged  to  give  it  away? 
Can  we  arrest  the  forces  of  nature  ?  Can  we 
divorce  Russia  from  so  near  a  neighbour? 
Do  we  want  to  ?  Would  it  be  right  ?  The 
answer  is  obviously  No.  It  is  absurd  to 
pretend  that  anyone  thinks  it  possible  that 
Europe  can  recover  without  a  recovery  of 
Germany.  It  is  absurd  to  imagine  that  so 
great  a  producer  and  so  great  a  consumer  as 
Germany  can  fail  to  occupy  a  prominent 
position  in  the  general  scheme  of  things.  If 
anyone  harbours  such  absurd  pretensions  or 
thoughts  time  will  bring  its  own  disillusion- 
ment. We  shall  go  under  if  our  recovery 
depends  on  the  elimination  of  Germany  from 
the  struggle.  Germany  is  necessary  to  Europe. 
Germany  is  indispensable  to  Russia.  So  are 
we.  So  is  Russia  to  us.  We  must  trust  our 
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own  resources  and  put  faith  in  our  own  ability 
to  hold  our  own  in  the  Russian  markets,  just 
as  we  hope  to  hold  our  own  in  all  the  other 
markets  of  the  world.  So  much  for  Russia. 
So  much  for  the  extent  to  which  our  obliga- 
tion to  Russia  must  weigh  with  us  in  the 
path  we  pursue  to  unravel  the  economic 
tangle. 

I  turn  once  more  to  France.  For  the  last 
time  I  turn  to  France.  There  are  some  who 
may  say  that  1  am  pursuing  an  abstract  ideal. 
They  may  say  that  I  have  parted  for  good  and 
all  with  all  sense  of  proportion  when  I  appeal, 
as  I  do  now,  as  I  have  done  before,  and  as  I 
shall  do  again  and  yet  again,  for  the  cancella- 
tion of  the  French  debt  to  us.  They  may  see 
our  own  ruin  in  this  simple  act  of  justice. 
They  may  deny  the  self-interest  which,  in  all 
humility,  I  submit  to  be  there.  The  self- 
interest,  I  mean,  which  robs  the  deed  of  its 
splendour,  which  robs  the  gesture  I  would  like 
to  make  of  just  that  touch  of  beauty  which 
I  look  for  in  what  we  offer  to  France.  I  look 
upon  this  question  of  debt-cancellation  as  the 
one  great  question  that  we  must  settle  first, 
so  that  all  that  follows  may  arise  logically  and 
naturally  and  irresistibly  out  of  something 
just,  and  generous,  and  as  big  as  we  can  make 
it,  that  we  have  done  for  France.  To  France 
that  bred  the  heroes  of  Verdun.  To  France 
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where  the  cry  was  heard  on  the  battlefield, 
when  all  seemed  lost :  "  Debout  les  morts, 
debout  les  morts."  To  France  the  land  of 
the  Tricolor.  The  land  of  Liberty.  The  land 
of  Equality.  The  land  of  Fraternity.  The 
Alliance  is  there  for  all  time.  I  call  aloud 
for  the  old  Entente  Cordiale,  which  buried 
centuries  of  conflict  and  paved  the  way  for 
an  alliance  for  all  time.  1  call  aloud  for  the 
old  Community  of  Spirit.  Our  interests  are 
the  same.  They  always  must  be  the  same. 
They  will  ever  appear  to  be  the  same  if  we 
can  only  make  up  our  minds  to  expunge  from 
our  records  of  the  war  the  only  record  that 
was  kept  of  what  we  threw  into  the  common 
stock  to  save  Europe.  It  is  a  stain  on  our 
escutcheon,  the  record  of  the  debt  of  France 
to  us.  Whatever  France  owes  us  we  owe  her 
just  as  much.  She  gave  no  less  than  we  did. 
Put  it  that  way.  Put  it  on  no  higher  plane. 
Away  with  the  only  debt  that  has  been 
remembered.  Away  with  the  horrible  fact 
that  we  have  remembered  anything  that  in 
an  hour  of  common  agony  we  gave  to 
France. 

And  that  is  all.  All  else  will  follow.  We 
shall  have  started  on  the  right  road  when  we 
have  cancelled  the  French  debt.  The  other 
debts  will  go  the  same  way.  And  we  shall 
hold  our  heads  up  high.  As  high  as  we  have 
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ever  held  them  before  in  the  history  of  our 
land. 

We  shall  have  made  a  stride  forward  on  the 
road  that  leads  out  of  the  wood  to  the  sun- 
shine. And  we  shall  be  well  attuned  to  the 
greatest  effort  we  have  ever  made  to  attain 
to  a  higher  individual  efficiency.  We  shall  go 
forward  towards  the  light,  towards  a  happier 
England,  towards  the  fulfilment  of  a  destiny 
to  which  the  tragedy  of  the  war  has  taught 
us  to  aspire.  Small  things  will  seem  small, 
and  unity  of  purpose  and  unity  of  spirit  will 
show  us  a  new  horizon — a  wider  horizon 
than  we  have  ever  known. 


IN   GREAT   BRITAIN    ar 
RICHARD  CLAY  &  SONS, 
BUNOAV,  8UKTOLK. 
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